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A Desirable 
Investment 


First and Refunding 
Mortgage 5% Bonds 


Mountain States 
Power Company 


Due January 1938 
Price 84 and Interest 


Yield over 6.65% 


Interest earned over 2144 
times. Both Gross and 
Net Earnings show 
steady increases. 


Ask for Circular F-53 


H. M.:Byllesby and Co. 


NOGORPORA 
New York Chicago 
111 Broadway 208 S. LaSalle St. 


Providence Boston 
10 Weybosset St. 14 State Street 




















& 


Cities Service Co. 


6° Cumulative 
Preferred Stock 


Returning 8 ¥ % 
at present 


The large, diversified equities behind 
Cities Service Company and the pro- 
gressive development of its activities 
combine to make for its unusual 
strength. The earnings position of the 
Company has improved steadily and 
preferred dividends were earned 2.11 
times during the year ended May 31, 
1922. With the announced resumption 
of cash dividends this stock is now one 
of the prime investments in the secur- 
ities market. 


Send for Circular PR-15. 


Henry L. Doherty 
& Company 


Securities Department 


60 Wall Street New York 
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Time to Re-tire? 
(Buy Fisk) 


Mat tap © 8 et OF 


XAMINE a Fisk Tire. Compare it 
EK with others point for point. See 
how far Fisk excels in bigness, strength, 
resiliency, good-looks and the safety of 
the thick, deep-cut tread. Then remem- 
ber that these are the qualities which are 
essential to satisfaction and low cost 
mileage. 


There's a Fisk Tire of exira value in every size, 


for car, truck or speed wagon. 











LEARN THE FACTS 
about your investments 


OU may have among yoyr securities one or 

several that give you cause for worry and per- 

plexity. Learn the facts about these particular 
issues and your judgment will be clearer, your de- 
cision more emphatic, because based on the facts. 


Special Reports 


THE FINANCIAL WorLD RESEARCH BuREAU will get 
up a special report for you on any security, listed 
or unlisted, issued in any part of the world. It will 
not be a mere opinion or generalization, but a com- 
prehensive presentation giving every fact about the 
security that a stockholder should know. The figures 
will be interpreted and analyzed for you, and their 
meanings clearly explained. Facts will be brought 
out that are not usually given in a company state- 
ment. 


From such a thorough Special Report you will be 
able to quickly make your own deductions and deter- 
mine whether to hold, to sell, to buy more. 


A small charge will be made based on the amount 
of your investment. Our answer to the coupon be- 
low, however, will cost you nothing. 


FINANCIAL WORLD RESEARCH BUREAU, 
53 Park Place, New York. 


Please submit price for a special report on 


and state when you can have it ready for me. 
Name 
DUNE ab sv obkheueesnssn daeneausatanheus sees nsesbelecosnbeeeens 
LEN ivckiscakbvscvakssutonmesseceseee PORN cs cesdedswesseapesesas 


7----—MAIL TODAY-------------- - 


























JUL 24 1922 














‘The pik 
HINANCIALWORLD 


Published Weekly by the Guenther Publishing Co. 
LOUIS GUENTHER, President-Treasurer F. W. BRANDT, Secretary 


Editorial and Business Offices: 53 Park Place, New York 


LOUIS GUENTHER, Publisher and Editor 
E. MARSHALL YOUNG FREDERICK W. BRANDT 
Associate Editor Busines: Monager 
F. H. ERTEL 


Western Representative 
727 Monadnock Building, Chicago 




















Harrison 0098 
Volume 38 NEW YORK, JULY 22, 1922 No. 4 
Table of Contents: 
I in ig bail datike oon avon nest <<bernebereannecoares at 103 
By Thomas Gibson 
ieee i NS os oe css oso wire oe Aeedpiee ws pac vieeeaia 104 
i ee I CN nn rn ees vc atance ees saaeweseeviseesene 105 
ee ee a's Dn Faee Bpre'sn abd sleespawessceoee ml 106 
By Roy C. Osgood 
EE ESS BPE CLT TUTE TTT CEE CETTE 107 
Counting Our Banking Resources ........ 2 EOS Oh Pane eee mee A 108 
By the Looker-On 
i no hing tices «Ks adie'twenndb ae seen dssctened 109 
Res Te i a I, TI 5 oo 05 os vic eres wee reesscpeccacesces 109 
Notes by the Saunterer in Wall Street ..........................055. 109 
ee a Pg a de oc hcoin, din in wind slo Glo bie v0 wei halae Ni piws 110 
By Warren Lorimer 
ss a sc cigs bainin a wean be 04 ebS0l0.< wag eae 110 
International Paper Advances Its Prices.............. .......02200 000: 110 
Mallison Showing Impressive ................... WeNCE ES ode win wigs rome 111 
ee a ne a 111 
In the Public Utility Field .................... ia esr MA di) 111 
By Byron C. Hall 
a en ee a sc clen s Sen bb esebeseewbuce 112 
Te re OR I IIS ooo sic cs ni ccc ete scnedaseins doeyceesven’ 113 
By Robert Lewis Atwell 
i I seen oan ee hens ooewudetedesenrcevaisous 114 
i hain WES 6 wicdmb vind be 0 Wy ¥ wale vo.n's Wireinds awe 116 
Suggestions for Municipal Bond Buyers ............................. 119 
a as, Pied alas Muck i ahs Nine nine de se cabs semenbe 121 
Sa hse ea wk WRENS yu wind-e Wont voces s > deaeucnse saxeyens 122 
ee Ed en eawiee he avieccuis dee ecuseuceus 123 
ee SL. ynicnxviet Uwe be ceee dbnves 124 
The Foreign Situation Reviewed ............ 0... ccc cc ccc ccc cccees 125 
ee aa tls cab acw neue bce as ab eeinewas ed abe 129 
et deuce ave daudeoesdekadddvadaee 130 











SUBSCRIPTION RATES 


United States and its possessions, Mexico and Cuba, $10.00 a year. 
Canada, $11.00 a year; Foreign Countries, $12.00 a year. 
Entered as second class matter October 22, 1906, at the Post Office at New Yerk, N. Y. 
under the Aet of March 3, 1879. Copyright, 1922, by the Guenther Publishing Ce. 


IMPORTANT 


When notifying The Financial World of a change in address subscribers should give both the old 
and the new address. This notice should reach us about two weeks before the change is to take effect. 
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Complete information 
upon request 





F. J. LISMAN & CO. 


Establishes 1x90 


61 Breadway 


Philadelphia 
New York Teleph 
Bowling Green Walau! 6250 
6740 























New 
20th Edition 


STANDARD OIL BOOKLET 


This Booklet contains description 
of properties, earnings, dividend 
rates, price ranges 1913-1922, and 
other important information rela- 
tive to each of these companies. 


Copy mailed free on request for S-14 





CARL H.PFORZHEIMER & CO, 


Dealers in Standard Oil Securities 
25 Broad St. Phones 4860-1-2-3-4 Broad 


























ODD LOTS 


are a boom to the thrifty. 


Savings, as accumulated, 
can be put into securities 
yielding fair returns and 
readily marketable. 
This affords a convenient method of 
building up an income. 
Let us explain it to you. 
We specialize in Odd Lot 
investments—ask for spe- 
cial booklet No. F.W. 


(isHoLm & (HAPMAN 


Members New York Steck Bachange 
52 Broadway New York City 
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A Showdown on Results 


HERE are innumerable Services for the investor and speculator that promise 
T to give him market suggestions that will prove profitable, and to guide and 

advise him on the condition and trend of business generally. The charge 
ranges from $50 to $1,000 a year, and barring the difference in quantity and diver- 
sity of material sent out, the net result is after all the worth or worthlessness of 
the opinions of the particular man at the head of the Service. 


The worth of the Service, then, regardless of the price charged or its weight in 
printed paper, devolves upon the accuracy of the advice given and the value of the 
opinions rendered, as expressed in dollars and cents of profit when acted upon. 
There is no other value to such a Service. It must be nearly always right or it is 
all wrong. 


THE FINANCIAL WORLD INVESTORS SERVICE 


We only know one such Service that makes an annual report of the re- 
sults of its prognostications,and that is THe FinancraL Wortp INvestors SERVICE. 
Its specific suggestions for investments and speculations are, we think, more numer- 
ous than any other similar Service, its resume of finance and business and their 
probable trend for the next week or month as broad and comprehensive as any, 
and the price for the Service very materially less. Furthermore, it is the only 


Service that at the end of each year shows the results, voluntarily, in black and 
white. 


18.89% and 41.20% Net Profit 


We have prepared a detailed schedule of all of the recommendations of THE FINAN- 
crAL Wortp Investors Service for the year 1921, and how they resulted January 1, 
1922. We made 71 specific recommendations, comprising 9 groups, covering every 
variety of safe investment and speculation. Had you been a subscriber you could 
have made an average of 18.89 per cent. on your money in investments and 41.20 per 
cent. in speculations, and in a particular group of stable securities as high as 102.60 


per cent. These figures seem extraordinary, yet they are the actual record of this 
service for 1921. 


We will mail you the details, omitting nothing, upon receipt of the coupon below. 
Fill it out now and forward it to us as evidence of your interest. 


Che 
FINANCIALWORLD INVESTORS SERVICE 


53 PARK PLACE, | NEW YORK 














DETACH HERE 


Financial World Investors Service 
53 Park Place, New York. 


Send me printed proof in detail how 
subscribers to your FinaNnciaL Worip 
Investors Service made from 18.89 per 
cent. to 41.20 per cent. net profit last 
year, the receipt of this being without City 
obligation or cost to me. 
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he Financial World was established to diffuse the truth about investments, has censtantly maintaineu — 
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The Rights of Labor 


Whai Its Rights Are—How Wages Must Be Determined—Fallacy of the 
“‘Make-Work”’ Theory—Reduction of Hours 


HEN a case is tried in court the 
W lawyer for each side presents his 

arguments in such a way as to 
make his opponent appear wholly in the 
wrong. This practice results in claims and 
counterclaims, accusations and _ counter- 
accusations which are very confusing to 
the layman. But there are certain prin- 
ciples on which our laws are based and the 
root of all these principles is justice. 

This truth applies to all great controv- 
ersies and the only way to decide intelli- 
gently which side is right is to examine 
the basic principles. The main principles 
which apply to the labor situation may be 
set forth briefly and simply. 


1—The Rights of Organized Labor 


The rights of organized labor may be 
expressed in a single sentence: 


The rights of the union are the rights of 
the individual member and cannot possibly 
exceed such rights. 


If an individual quits his job no one can 
prevent such action. But society can and 
does object to his interfering with the man 
who fills his place. This is true of two 
men or of two million men. Principles 
cannot be changed by multiplication. 


If this were not true, men could combine 
to do almost anything which the laws do 
not permit the individual to do. 


The right of labor to combine for self- 
protection, collective bargaining, or any 
other legitimate purpose is not denied. The 
right of such combinations to prevent 
others from working where and on what- 
ever terms they please cannot possibly be 
admitted. Such a privilege would lead 
first to a most vicious form of monopoly 
and finally to anarchy. Members of a 
union who can by peaceable means induce 
others to join their ranks are within their 
rights. Members of a union who forcibly 
constrain others to join them or to adhere 
to their rules are outside the law. 


2—Real and Nominal Wages 


Real wages consist of the amount of 
goods which are exchanged for a certain 
amount of labor. Nominal wages consist 
of the number of dollars exchanged for a 
certain amount of labor. Real wages are 


By THOMAS GIBSON 


the only wages which count. The nominal 
wages of the Russian worker are now 
thousands of times higher than ever before, 
but his real wages are so low that he is 
facing starvation. 


Failure to understand the difference be- 
tween real and nominal wages has caused 
much trouble. The principal argument of 
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the union leaders in connection with the 
shopmen’s strike was that the Labor 
Board had fixed a rate of 23 cents an hour 
for common labor, which was not a living 
wage. The fact is that 23 cents an hour 
was the rate named in certain districts 
where cost of living was very low. The 
average rate for this class of labor was 
fixed at 32.7 cents and the maximum rate 
at 35 cents an hour. But the point is that 
the rate of 23 cents is just as high as the 
rate of 35 cents, so far as purchasing power 
is concerned, and purchasing power is the 
only thing that counts. The man who 
moved from the 23 cent district to the 35 
cent district would be no better off. This 


is a good example of the confusion of 
thought arising from failure to realize the 
difference between real wages and nominal 
wages. 

If the price of living rises, so must 
nominal wages rise. If the price of living 
falls; so must nominal wages fall. The 
rule must work both ways. If, to draw a 
broad example, the price of living should 
double, the worker who receives $3 per 
day must have $6 per day in order to main- 
tain his purchasing power. But if the price 
of living returns to the original starting 
point and the worker insists on retaining 
the wage of $6 per day, what he demands is 
that real wages be doubled. That is, he 
demands in exchange for his services twice 
as much goods as before. If this is 
granted, other classes must suffer. The 
total product of society is divided among 
millions of people, and if a certain class 
gets more than its share other classes must 
get less than their share. That is as certain 
as that 2 and 2 make four. 

Functions of Capital 

The objection may be raised that certain 
interests always get more than their share. 
This is a fallacy arising from a widespread 
misunderstanding of the functions of 
capital. There is not space here to enter 
upon this phase of the subject, but in 
another article I shall show that the 
tendency is for capital’s share of the total 
product of society to grow smaller and 
labor’s share to grow larger from year to 
year. I shall also show that accumulated 
capital cannot be used in any manner 
except in giving employment to wage 
earners at a constantly increasing rate of 
real compensation. 


Because wages must of necessity be 
based upon commodity prices a number of 
agitators have raised the cry that labor is 
being dealt with “as a commodity.” This 
fine-sounding phrase is sheer nonsense. 
Money is merely a medium of exchange 
and dollars cannot be measured in any way 
except by what they will exchange for. 
What the laborer consumes as well as what 
he saves is determined by exchange. A 
thousand dollars in the bank is merely 
stored up commodities. The agitators have 
merely twisted this fundamental fact 
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around into a phrase which causes resent- 
ment only because it is misunderstood. 


3—The Make-Work Theory 


Many, if not most, wage earners believe 
they find an advantage in shirking and 
making a job last as long as possible. This 
is a great mistake. The total product of 
society is divided among all the people and 
all but a small fraction of everything that 
is produced is consumed. Whenever the 
laborer curtails production he curtails his 
share of the total production. The biggest 
thing the laborer has to learn is that it is 
just as easy for him to get a large share 
of a large total production as a small share 
of a small total production. 


This truth is obscured by the tendency 
of each man to individualize his position. 
It is hard for him to believe he loses any- 
thing by making the job last longer at the 
same rate of pay. But, as each man is 
only a part of society at large, he cannot 
escape the effects of reduced production. 
As this is an important point I will explain 
it a little further. 


Let the wage earner ask himself why it 
is that he is now able to have more of the 
necessities and luxuries of life with less 
manual effort than at any time in history. 
Why has the laborer of today more than 
the rich man of a couple of centuries ago? 
The answer is “machinery”—the ability to 
produce many times the amount of com- 


modities with an equal amount of labor. 
When machines first began to come into 


general use the laboring classes objected to 
them, believing that they would throw men 
out of work. They did not at once realize 
that all of the greatly increased product of 
these machines must be distributed and 
consumed and that if labor did not have 
the means to secure their share of the 
product, the machines could not possibly 
be used. So widespread was the misunder- 
standing on this point that machines were 
actually destroyed. 


Maximum Production 


If we assume that there are ten men on 
an isolated island and that each man must 
work all day for mere food and shelter, 
we have a picture of the original state of 
society. But before long one man invents 
a. bow and arrow and is able to secure 
meat for all. Thus the onerous labor of 
nine men is released. Later on one of the 
nine men invents a windmill or water-wheel 
to grind corn, and more labor is released. 
And so on until these men have for their 
daily efforts ten times as much as they had 
before. Here again the principle holds 
good if applied to thousands or to millions. 


Now the advocates of the make-work 
theory are in exactly the same position as 
were those who objected to the introduc- 
tion of machinery. In either case they seek 
to curtail the total product of society, of 
which each man is a part. 


The reduction of the hours of labor below 
a reasonable point has precisely the same 
effect. If it takes three eight hour days 
to make a suit of clothes and three eight 
hour days to make a pair of shoes and the 
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tailor and shoemaker agree to reduce the 
hours of labor to six hours, the inevitable 
consequence is that the tailor must now 
work four days for a pair of shoes and 
the shoemaker must work four days for a 
suit of clothes. Extend and multiply that 
example as far as you like and the principle 
involved will not be changed. 


If organized labor, instead of seeking to 
curtail production, would make it a primary 
rule that every member of the union must 
deliver a fair day’s work for a fair day’s 
pay, the result would be that plenty would 
be diffused throughout the Jand. Incident- 
ally, the employer of labor would insist on 
having nothing but union men. 


Conclusion 


In this much condensed discussion I have 
referred only to principles. These prin- 
ciples, once understood, are as simple as 
they are unalterable. Those who attempt 
to pervert or controvert economic laws 





will fail, and their failure will fall as 
heavily upon themselves as upon cthers. 


The employer of labor who tries to get 
more than his just share of the total 
product of society, or who refuses to ac- 
cord labor its legitimate rights will be 
swept aside. But in the present day and 
age competition and the laws protect the 
laborer fully as much as they do the em- 
ployer. 


The labor union which attempts to secure 
through its collective power an unfair 
share of the product of society will fail. 
If it attempts to gain its ends by force 
and violence it will be destroyed. 


Economic laws are as inexorable as they 
are just. Those who tamper with them, 
whether laborer or capitalist, whether in- 
dividual or union, will get the same results 
as if they were to try to stop a mighty 
engine by sticking their fingers in the 
cog-wheels. 


New Haven Shows Betterment 


Those who have waited patiently for the New Haven to report progress 
under the new conditions, and have not lost heart, have had their reward; or at 


least have been afforded tangible encouragement. 


Latst reports of earnings are 


much better than had been anticipated. Because the road’s status seems to have 
improved interest in the extended 7 per cent. debentures is justified, although, 
because of their exceptionally high yield at current prices, they perhaps cannot 


be rated as strict investments. 
as possessing attractive possibilities. 


These debentures nevertheless may be regarded 
It is to be remembered that they are se- 


cured equally with other issues of the company that are being quoted currently 


to yield approximately 7% per cent. 


N the first five months of this year, the 

New Haven reported a net operating 

income of more than six millions of 
dollars, which compares with a deficit of 
more than 4% millions in the correspond- 
ing period of last year. The final figures 
for the month of May—June not at this 
writing being available—showed freight 
earnings an increase of more than $1,000,- 
000 over May of last year. As a result of 
the gain in gross, the deficit for the month 
was considerably below the deficit reported 
for the preceding month. 


It is interesting to note in connection 
with April and May, that maintenance ex- 
penditures were increased about 19 per 
cent., doubtlessly in anticipation of the 
railroad strike. In reality, therefore, the 
two months should show a profit rather 
than a deficit. 


While the net operating income of the 
road in the first five months of this year 
was substantially better than the large de- 
ficit of the same period of last year, it 
must be stated that further improvement 
is to be had before earning power can 
be regarded as fully satisfactory. As now 
indicated, June should return earnings 
such as will permit of a net operating 
income within, at the most, $1,000,000 of 
entire fixed charges. Such a showing 
would not mean that the securities would 
have to be reclassified with a lower rat- 
ing. It would be more encouraging than 
otherwise, as such a small deficit would 


not be difficult to overcome, as the final 
six months always return to the company 
the largest portion of its net. 


If the investor is desirous of purchasing 
a large income yield which, by reason of 
its unusual per cent., would tend to make 
the rating of the bonds speculative, the 
debentures referred to above would be 
worthy consideration. As has been stated, 
the security is highly satisfactory. The 
debentures to all intents and purposes are 
a first lien on the main line from Wood- 
lawn, New Yerk, to New London, Conn., 
and from New Haven to Springfield, Mass. 
The total mileage covered by the first 
mortgage is 422 miles. 


In purchasing the debentures, the inves- 
tor would have to be content to wait for 
a time. But the yield on the investment 
would amply compensate for any delay 
which might occur in the attainment of 
a substantial price accretion. 


It is held that the definite and inevita- 
ble trend of money rates is lower, which 
would mean that the yield on fixed inter- 
est bearing securities must tend to reduce. 
As high grade and medium grade invest- 
ments find a level of low income yield, 
the more speculative issues, whose se- 
curity is satisfactory, should move for- 
ward and their yields should be materially 
reduced. For this reason, she possibilities 
of the New Haven extended debentures 
seem to be of unusual interest. 
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“Secondary Inflation” Coming? 


Investors, economssts, and bankers, have been concerning themselves about the 
possible or probable consequences of the vast accumulation of gold in the vaults of 
the Federal Reserve Banks. If inflation is to be the answer, it may be necessary for 
investors to readjust their whole view as to market commitments. There is no im- 
mediate danger in any event. But THE FINANCIAL WorLD proposes to follow the 


situation so that it can forearm its readers. 


Will the abundance of available funds 


and credits at low rates bring upon the country a period of “secondary inflation?” 
That ts the question which is agitating the minds of those who look ahead. Tue 
FINANCIAL Wor Lp has obtained a consensus from leading bankers of the country, 
reflecting a wide divergence of opinion. Some believe that secondary inflation already 
is here. Others believe that the Federal Reserve Banks will place the brakes on 
before inflation goes very far. Surely the subject demands close and unremitting 
attention. But there would not, of necessity, be reason for alarm as to the probable 


imitial effects of secondary inflation. 


vance—that is, all save high grade bonds and such securities. 
presentation in this issue of just a few of the representative opinions given to us in 
response to our general questionnaire. Further expressions will be presented as 
occasion permits or as importance dictates—The Editors. 


Federal Reserve a Check 


By George M. Reynolds 
Chairman, Continental & Commercial 
National Bank of Chicago 


| petri to your questionnaire, I 
take pleasure in giving you my views 
upon the subject of secondary inflation. 
Assuming that you refer principally to 
moneys and credits, it must be admitted 
that an abundance of available funds at 
low rates encourages inflation and spec- 
ulation. It is natural. Such drastic 
liquidation in commodities, securities and 
credits as occurred during the latter part 
of 1920 and the year 1921 means an 
enormous accumulation of idle funds, and 
the practice of economy incident thereto 
helps to restore the purchasing power. For- 
ward-looking people expect a rebound 
from such conditions and gradually their 
expectation spreads to others. One after 
another, people conclude that a new era of 
prosperity is due and there is a disposition 
to expand in anticipation thereof. more 
speculatively inclined become resome 
and in time some inflation is bound to 
creep in. 


There is room for considerable expan- 
sion now without running into serious infla- 
tion. I do not believe that the latter may 
be feared in the immediate future because 
the bankers of the country too well remem- 
ber their recent experiences which grew 
out of the tremendous inflation associated 
with the war and the years immediately 
following the Armistice. They will not be 
inclined to permit their customers to again 
overstep the danger line so soon. Neither 
will the Federal Land Banks or the Fed- 
eral Reserve Banks be disposed to coun- 
enance harmful inflation, they too having 
had cause to remember the over-extended 
situation with which they had to deal in 
1920 and 1921. 


It is true that the tremendous stock of 
gold which we hold might in the future 
form the basis of inflation, but not neces- 
sarily so, especially so long as this great 
store of the yellow metal remains locked 
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up in the vaults of the Federal Reserve 
Banks. Of course its possession makes 
possible an extraordinary inflation of the 
currency, but, as stated above, I believe the 
Federal Reserve System would ‘frown 
upon the procedure. 


* * * 


Expects Mild Inflation 
By F. O. Watts 
Pres., 1st National Bank of St. Louis. 


AKING all of the basic factors into 

consideration, the indications are that 
this country will produce a very satis- 
factory volume of both consumers’ and 
producers’ goods during the present year. 
The basis of real prosperity is the ability 
to produce an ample supply of those es- 
sential commodities that satisfy human 
wants. When they are in ample supply, 
there is no reason to have any fears as to 
the ultimate outcome. Thus, when we 
take into account the essential factors 
dominating the present situation there ap- 
pears no substantial foundation for the 
fear that has been often expressed in recent 
months—that the country was upon the 
verge of another period of inflation. While 
it is probably true that the technical 
financial position of this country is such 
as might permit a period of inflation, it is 
very doubtful whether the underlying con- 
ditions are such as would enable such a 
movement to gain any considerable head- 
way. Even though it should get started, 
there is little possibility of it being any- 
thing more than a mild secondary move- 
ment when compared to that which took 
place two years ago. 


There is another factor in this connec- 
tion that would materially modify any 
tendency towards sustained inflation at the 
present time, and that is the changed 
condition in Europe. There is no possi- 
bility whatever that Europe within the 
next few years will require the volume of 
goods from this country that she did im- 
mediately following the war. As a matter 
of fact, any material rise in prices under 


For a time all kinds of securities would ad- 


Space will permit of 


present world conditions would in all prob- 
ability be met by a considerable flow of 
goods to this country from other parts of 
the world. This one factor in itself would 
be a very effectual check to any runaway 
movement. Undoubtedly, under favorable 
conditions, the rest of the world would 
make considerable sacrifices for the oppor- 
tunity to build up large balances in our 
markets. A sane business and legislative 
policy in this country can prevent any such 
situation and produce a much sounder 
condition not only in this country but also 
for the world as a whole. 


¥*¥'* * 


Inflation Already Here 
By James F. Sullivan 


Pres., The Market Street National Bank, 
Philadelphia, Pa. 


W HAT is your opinion as to the pos- 
sibilities of the country entering 
upon a period of Secondary Inflation?” 


My answer is that at the present time 
inflation is general and widespread. Real 
estate and rents are higher than ever be- 
fore. Cotton, wool, coal, coke, iron, steel, 
food supplies and most other commodities 
have rapidly advanced in price and appear 
to be going still higher. 


Securities of nearly all kinds are higher 
than they have been for many years. 


Throughout the land, the cost of living 
is on the increase. Labor is restless and 
discontented. Higher wages bring about 
inflation and lower wages lock-outs and 
strikes. The taxes of the National Gov- 
ernment continue to be burdensome and 
city and state taxes are mounting higher 
and higher. 


“Has the country’s vast store of gold 
helped to bring about the present infla- 
tion?” The gold is stored up like a miser’s 
hoard and it is not adding much to the 
wealth of the country and is not greatly 
benefiting it or doing it any harm. Much 


(Concluded on page 127) 
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Bankers Duty Toward Investors 


Address Delivered by Roy C. Osgood, Vice President of First Trust and Savings 
Bank, Chicago, at the Annual Meeting of the Financial Advertisers 
Association, at Milwau kee, June 13, 1922 


EDITORIAL NOTE 

Tue FinancraL Wokrtp has for years 
strongly urged the investment banker and 
deposit banker to cooperate with the 
various agencies and organizations for the 
exposure of financial frauds, and the press 
has fought for several years to rid the 
country of this economic evil. It ts an 
THE FINANCIAL 
Wor p to notice the remarkable address of 
Roy C. Oscoop, V. P. of the First Trust 
& Savings Bank of Chicago, dealing with 
this very subject; bankers are urged to 
enier heartedly in the work of 
educating the public against fraud. When 
there is a 100 per cent. interest working 
efficiently in this common cause, THE 
FINANCIAL Wortp predicts that the get- 
rich-quick evil of this country will be 
reduced to a minimum. 


extreme pleasure for 


whole 


x * * 


O investment bankers owe the public 
D the duty of warning or educating 

against fraud? Yes, emphatically, 
for the following reasons: It is the duty 
of every citizen to so act as not to commit 
fraud. It is also his moral duty to re- 
strain others from committing fraud. This 
duty is exemplified in the expressed will 
of the community called “law.” It is his 
ordinary duty to warn others of fraud so 
far as practicable. This is particularly true 
of the citizen having knowledge of existing 
fraud. Investment bankers have a special 
knowledge concerning the issuance and sale 
of securities and learn to detect the kinds 
of fraud that infest them. It, therefore, 
becomes their duty both to warn and 
educate against such fraud. In addition to 
being a duty it is business common sense 
on the part of the investment banker to 
warn against fraud because every dollar 
sunken in fraudulent securities is diverted 
not only from his own business but the 
business he is assisting to finance. The 
duty exists nct only to warn but to educate 
the public, because education itself con- 
stitutes a warning. 


Two Classes of Fraud 


What 
investment banker warn 
The answer is, that fraud which 
arises in the issuance and sale of securities. 
In this connection two classes of fraud 
have become generally recognized; actual 
fraud and constructive fraud. 


The question naturally arises. 
fraud shall the 
against? 


Actual fraud may be inherent in the 
security itself or be present in the method 
of selling. So far as the selling is con- 
cerned it may be prevalent in both secur- 
ities that are inherently fraudulent and 
in good 
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securities that are sold in a 


fraudulent manner. Fraud may be inher- 
ent in securities by direct design on the 
part of the issuer and by a lack of knowl- 
edge or negligence on the part of the seller 
that amounts to design. In the case of 
fraud occurring in the method of selling it 
may exist by actual misrepresentation of a 
positive character. It may also exist by 
the omission of essential but adverse 





ROY C. OSGOOD 
A Typical Western Optimist 


facts in selling representations or by such 
careless and negligent statements that con- 
stitute misrepresentations. Such negli- 
gence may as well work fraud as the direct 
design to do so. 

Actual Fraud 


fraud easier to detect 
and to prevent than so-called constructive 
fraud so 
cerned. 


Actual is much 
far as its recognition is con- 
The theory of constructive fraud 
has been developed by the experience of 
public officials administering blue sky laws 
since the first of such laws was passed in 
1911. This theory is that constructive 
fraud exists where the security does not 
afford the investor a reasonable chance of 
gain. Just as the banker knows from ex- 
perience that a certain kind of financial 
venture is bound to fail, so the blue sky 
official concludes that the securities to 
finance it, if allowed to be sold would work 
a fraud upon the investor. In other 
words this theory of fraud has been 
developed through experience with secur- 
ities founded upon impracticable business 


risks. Experience has shown that in 
cycles of fifteen years 87 per cent. of new 
enterprises fail and 13 per cent. succeed. 
It is the theory of the officials enforcing 
the blue sky laws that the administration of 
these laws so far as possible ought to 
classify as fraudulent securities represent- 
ing the 87 per cent. of business enterprises 
doomed to failure from the start. Of 
course, in cases of improper financial 
structure such a classification is possible, 
but in many cases, such as failure arising 
from mismanagement, it is not possible to 
foresee the resulting failure. The prob- 
lem of dealing with this so-called fraud is 
a most difficult one. 


To what portion of the public does the 
»anker owe a duty concerning fraud? He 
owes it not only to the general public, but 
to that special portion of the public which 
comprises his actual customers and to 
which he looks for his prospective cus- 
tomers. 


So far as the duty to the general public 
is concerned, it is inherent in the duty of 
every citizen to warn of danger. He also 
owes the duty, which every business man 
owes, to raise the ethical plane of business 
in general and his own business in par- 
ticular. Aside from morals, the banker 
considers it good business to perform such 
a duty because a constantly larger part 
of the general public is composed of pros- 
pective customers. Further than _ this, 
fraud results in economic waste and it is 
the particular duty of the banker to pre- 
vent such waste in the promotion of good 
banking and good business. The business 
of the investment banker depends upon 
thrift on the part of the general public. 
The fraud which causes a loss to an in- 
vestor not only results in the loss of the 
money involved, but has a deterrent effect 
on the future thrift of that individual and 
an effect on the community out of all pro- 
portion to the defrauded individual’s 
financial loss. 


Protecting Holdings 


The investment banker’s duty toward 
that special part of the public composed of 
actual and prospective customers relates 
not only to the sale of new securities, but 
as well to the holdings of securities already 
issued. In the case of new securities the 
duty of the banker issuing them is to see 
that they are properly constructed and 
properly sold. In the case of existing 
securities that have been sold to the 
customer of the investment banker he owes 
certain definite duties. For illustration: 
He ought not to trade his customer out of 
good securities simply for the purpose of 


making a profit for himself. He owes a 
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duty to his customer to watch defaults of 
principal and interest and carefully advise 
in regard to methods of re-organization 
after default has occurred. He also owes 
a duty in advising his customers regarding 
pre-payments before maturity and in not 
acting on knowledge of pre-payments to his 
own advantage: He has a duty in regard 
to underwriting and selling junior and 
senior issues where they adversely affect 
securities already issued and sold by him. 
He has a duty in respect to advising his 
customers regarding refunding issues and 
operation. All of these illustrations relate 
to transactions, that handled honestly and 
in good faith, protect the customer and, 
that handled dishonestly and in bad faith, 
work a fraud. The investment banker also 
owes the duty of giving honest and fair 
advice to prospective customers holding 
securities not sold by him. 


The question arises as to what form the 
warning or education should take. It 
should take the form of both public and 
private effort. 


Abnormal Profits 


Private effort should be directed par- 
ticularly toward the underwriting of only 
honest and sound securities. It should 
take the form of not exacting abnormal 
profits which endanger the financial suc- 
cess of the securities underwritten as well 
as the sound structure of the securities 
themselves. It should also cause securities 
to be labeled honestly and do away with 
deceptive and misleading titles of securities. 
After the securities have been issued the 
effort of the investment banker should be 
directed to see that his verbal and printed 
representations are fair and not misleading. 
Essentially his advertising both through 
the press and in the mail should be so 
worded as to be free from criticism in this 
regard. There can be no better productive 
education for the investor than the issuance 
of sound securities honestly sold. 


The public efforts of the investment 
banker should be directed toward legisla- 
tive and co-operative channels. Invest- 
ment bankers knowing that all securities 
exist only by virtue of the law should 
scrutinize carefully all new legislation to 
see that is is properly framed and econom- 
ically sound insofar as it affects the issu- 
ance of securities. For illustration: They 
should scrutinize changes in the law of 
contracts; laws affecting interest rates; 
laws affecting municipal financing, cor- 
poration and public utilities. It is par- 
ticularly their duty to endeavor to prevent 
the passage of laws permitting or per- 
petuating economic fallacies. They should 
assist in the development of proper and 
effective blue sky laws and laws aimed 
against fraudulent promotions. It is their 
duty not only to aid in the placing of such 
laws upon the statute books, but to assist 
actively in their enforcement after they 
are passed. 


The duty of the investment banker 
undertaking a part in the co-operative 


(Concluded on page 127) 
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Railroad Bond Studies : No. 1 


The first and refunding five per cent. bonds of the Chicago, Terre Haute & South 
Eastern Railroads are listed on the New York Stock Exchange. They are out- 
standing in the amount of $4,544,000, and are due in 1960. The bonds recently were 
quoted at 80, which means that they afford a yield to maturity of 6.3%. The 
average yield to maturity on high grade and medium grade railroad bonds does 
not show higher than 6% at the present time and, as the trend of interest rates 
for the long pull is downward, bonds yielding six per cent. are to be regarded as 
highly desirable. The two essential elements which make for desirability of a 
bond as an investment are: safety of interest, and substantial security. The bonds 
under review possess those essential qualifications. 


of the Cuicaco, Terre Haute & 

SOUTHEASTERN by the St. Paul System, 
the little road earned a net income after 
taxes and hire of equipment of $1,162,622. 
That amount was more than six times the 
interest charges on the C. T. H. & S. 5s, 
for the period, after deduction of charges 
on prior lien issues. 


|: the first eight months of the control 


The St. Paul acquired the TerrE HAUTE 
line in July of tast year, by stock purchase 
and lease. 

The Terre HAuvte is a small road serv- 
ing the coal fields in Vermillion and Vigo 
Counties of Indiana, and the Clinton and 
Linton fields near Terre Haute. By ac- 
quisition of control of the little road, the 
St. Paul obtained independence as to coal 
supply, thus solving one of its previously 
most perplexing problems. 


Mine Products 


More than 94% of the traffic of the 
Terre Haute is made up of products of 
the mines. In 1920, the road moved more 
than 6,000,000 tons of revenue freight. Up 


to May, the road was loading upwards of 
800 cars of traffic a day, as compared with 
previous loading of around 500 cars a day 
on the average. 


The requirements of the St. Paul for 
coal will produce a substantial revenue, but 
it is estimated that the earnings of outside 
traffic will be sufficient this year for all 
charges and taxes, with a_ substantial 
balance. 


The map which accompanies this study 
of Terre Haute 5s, of 1960, is what is 
called a mortgage map. It shows the 
mileage upon which the particular bonds 
are a lien. 


Direct Lien Bonds 


Specifically, the bonds are a direct lien 
on 361.39 miles (total owned) of road, 
appurtenances and equipment: a first mort- 
gage on 114.24 miles of main line from 
Chicago Heights, IIl., to the state line be- 
tween Indiana and Illinois; a second mort- 
gage lien on 183.83 miles of main line, 
from the state line to Westport, Indiana, 

(Concluded on page 126) 








Rail Bond Mortgage Map: No. 1 
Map showing mileage covered by first and second mortgages which 
secure the 5% bonds of the Chicago, Terre Haute & Southeastern Rail- 
road, due 1960. 
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Counting Our Banking Resources 


The Amazing Growth of the Banking Resources, Deposits and Capital of 
Banks in the United States Since 1867 


E have passed the time when the 

V \) resources of our banking institu- 
tions are counted by the hundreds, 

or thousands of millions; first, we count a 


billion, then we deal with the hundreds of 
millions. 


Someone has said that a regretable trait 
of the American people is their “intense 
consciousness” of money. There may be 
merit in the criticism. But who could 
avoid that consciousness when confronted 
with such a fact as that presented by the 
Comptroller of the Currency showing the 
total capital and surplus of the banking 
institutions of these United States as 
nearly 6,535 millions of dollars! 


In 1867, two years after the great Civil 
War, the total capital and surplus of the 
banking institutions of the United States 
was less than 550 millions of dollars. 


Capital Increases 


A little over a decade ago, the total 
capital and surplus of the banking institu- 
tions of the country was a few hundred 
millions short of the three billions of 
dollars. Thus, in a very brief time, as the 
life of a nation is measured, our banking 
institutions have increased their capital 
and surplus more than three fold! 


And, while in the days of Babylon, 
wealth brought material benefits first, and 
later only distinction, wealth has brought 
to the United States both simultaneously. 


In the seventeenth century, a title was 
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sufficient to create mighty impressions. 
But, to state that the total deposits of the 
banks of this country today are somewhere 
in the neighborhood of 39,000 millions of 
dollars, is to stun. Counting in billions! 
Is it any wonder that Europe looks across 
the Atlantic to America for her salvation; 
for the rescuing hand that is to reach out 
and lift her out of the swamps of depre- 
ciated currency and economic distress ! 


Changes Brought About 


In 1909, the total deposits in all of the 
national banks of the country did not total 
7,000 millions of dollars, which is another 
way of stating seven billions of dollars. 
The comparison is interesting, particularly 
when we realize that the short space of a 
little more than a decade of time has 
brought the change. 


Someone has said that there are a certain 
class of people who become solemn at the 
mere mention of great fortunes. 


On March 10, last, the total resources of 
the banking institutions of the United 
States was nearly 49,000 millions of dol- 
lars—nearly 49 billion dollars of resources. 
That tends to make one solemn. 


The Allies with whom we fought in the 
world war owe us a little more than ten 
billion dollars. Not one-fourth of the total 
resources of the banking institutions of 
this country! There are American econ- 
omists and bankers who have suggested 
the forgiveness of the debts owed to us. 


They need not argue that we could afford 
to forgive. 


Back in 1909, we fancied that we were 
quite wealthy, so far as banking resources 
were concerned. But we possessed only a 
comparatively small fraction of the re- 
sources that now belong to the banking 
institutions of the country. 


The totals of deposits of national banks 
always are interesting and instructive. In 
1865, there were 1,294 national banks, so- 
called, in this country. The total of de- 
posits was about 700 millions of dollars. 
Totals were counted in hundreds of mil- 
lions in those days. 


In 1885, when there were 2,689 national 
banks, the total of deposits was approx- 
imately 1,400 millions of dollars—a few 
hundred millions over the billion mark. 


An Interesting Year 


That year was rather an interesting one. 
It followed a year of crisis—just as this 
year is the aftermath of a crisis and de- 
pression period. In the year 1884, Grant 
& Ward of New York, the Metropolitan 
National Bank, and other institutions 
failed. The depression lasted until 1886. 
Then there followed four years of pros- 
perity. It is anticipated that, beginning 
with 1923, there will be a fairly long period 
of noteworthy prosperity in this country. 
It is not unreasonable to expect it. 


But, to get back to national bank de- 
(Concluded on page 128) 
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Amer. Zinc Improvement 


Although the stock of American Zinc is below its high level for the year it 


has been displayimg strength recently and was one of the strong spots early this 
week. Coincidently with the strong tone in the stock production figures for last 
month were made public for the industry at large. These showed that, based on 
June shipments, stocks of zinc on hand total less than a single month’s supply. 
Inquiry relative to the earnings position of American Zinc & Lead reveals the 
fact that the second quarter of this year should show considerable improvement 
over the showing for the first three months of 1922. 


uation, and the marked reduction of 

visible supplies of the metal, would 
indicate that a substantial stiffening in 
prices for the commodity is in prospect. 
With cost problems fairly well in. hand, 
and greater efficiency in production es- 
tablished, the gain in prices should mean 
a better operating profit. 


G ition, improvement in the zinc sit- 


Barring some unforeseen circumstance, 
the profits of AMERICAN ZINc in the light 
of prospects in the second quarter, should 
be nearly double those reported for the 
first three months of this year, when op- 
erating profit was about $50,152. In the 
closing three months of 1921, the company 
had an operating loss of approximately 
$100,000. 


So far as operations are concerned, the 
smelting department of AMERICAN ZINC is 
running at only about 35 per cent. of ca- 
pacity, which is low. The reason for the 
low production rate is that custom lead 
smelting is unprofitable because of the re- 
lation between the price of lead ore. and 


the price of pig lead. The lead smelters 
therefore are idle. 


The financial position of this company 
is excellent. Since the first of the year the 
company has bought in for sinking fund 
purposes approximately $100,000 bonds of 
the Granby company, a subsidiary. The 
working capital of AMERICAN ZINC, not- 
withstanding the purchase of the bonds, 
stands in the neighborhood of $2,400,000. 


The first quarter of last year resulted 
in a deficit which was but a few hundred 
dollars less than what it is expected will 
be shown as an operating profit for the 
second quarter of this year. 


The recent price gains for the stock, 
predicated as they have been upon the 
prospective improvement in the company’s 
earnings and upon the improved trade 
situation, represent a fair discount of the 
possibilities of the immediate future. 


Equities for the common stock, after 
allowance for the accumulated and unpaid 
preferred dividends, as of December 31, 
last, were equal to $90.88 per share. 


Amer. Can UpOn Dividend Talk 


American Can has been one of the most active issues of the week, the move- 
ment being predicated largely upon talk of the possibility of an early dividend 
declaration for the junior shares. One recalls that there have been previous 
strong movements of this stock, based upon the same speculative material. I: is 
not a new thing by any means. The Street, off and on, has been talking of 


American Can dividends for a decade. 


But Daniel G. Reid, who has the most 


say in the affairs of the company, has blocked dividend disbursements before, and 
it is stated that he disapproves of them now. At any rate, dividends do not always 
present a true picture of the value of a stock. 


stantial dividend, the investor as- 

sumes that value is a foregone con- 
clusion. But there are many stocks whose 
value is large, and whose real assets are 
substantial, but which pay no dividend at 
all. The fact that AMERICAN CAN is not 
paying a dividend right now does not have 
anything to do with the intrinsic value. 

This week rumor had it that Can at last 
teally would be placed upon the dividend 
list. It is known that the company has 
been building up substantial equities behind 
the stock. And it also has been removing 
a considerable portion of the debt. 

It is known that Mr. Rerp, who is the 
strong man in AMERICAN CAN, wants the 
debt burden out of the way, or largely 
reduced, before dividends are declared. 


B sania a stock is paying a sub- 


It is known or believed that considerably 
more money has been put back into the 
property than is represented by the current 
selling price of the stock. That is some- 
thing to be considered well. If the in- 
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vestor will study the balance sheet of 
AMERICAN CAN, he will find much of im- 
portance which will vindicate better prices 
for the stock. As for hope of dividends, 
we feel they are somewhat removed. 

Following is a statement of the surplus 
and common stock earnings of the company 
for the past ten years: 


Com. Stk. 
Earned 

Year %o Surplus* 

a 8.86 $4,168,131 
RE 2.66 1,096,586 
BE Eaton hn, 3.61 1,489,842 
Ng ck: ones Gisctte 5.19 2,142,942 
a ee 12.31 5,076,651 
de 21.84 9,006,528 
a xin cewes ok 7.55 3,114,406 
SA 5.56 2,293,894 
Oe 4.71 1,944,587 
BE Pale censen 4 2.77 1,141,531 





*After 7% preferred dividends each year 
except 1912 when dividend was 534%. 
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Shopmen’s Strike Near 
Settlement; 

A Divided House; 
Action of Pennsylvania 
Railroad Rouses Anger; 
Let the Little Fellows 

Whistle; 
B. & O. Penalized. 


HE strike of the railroad shopmen 

will be settled within a week, ac- 

cording to a statement made to 

THE SAUNTERER as this issue of THE 

FINANCIAL Wor_p was being made ready 

for the presses. The assertion is passed 

on to readers, not as a prediction, but as 

the presentation of an opinion voiced by a 

high railroad official who should know 
what he is talking about. 


There has been under way in Chicago a 
ccnference which, according to reports, has 
set in a new undercurrent toward peace 
and settlement of the railway strike. The 
plan, the parties thereto, and the moment 
to moment developments all have been 
clothed in secrecy. 


The Ramway Lazor Boarp has aban- 
doned its efforts to negotiate peace. I un- 
derstand the roads will negotiate sepa- 
rately. 


A Divided House 


LL is not peaceful in the camp of the 

AMERICAN RAILWAY EXECUTIVES’ 
ASSOCIATION, so I am told, no matter what 
may be the possibilities in connection with 
the settlement of the railroad strike. 


I am informed that the recent action of 
the PENNSYLVANIA RAILROAD in complet- 
ing an agreement with its own employes, 
thereby breaking up the strike so far as 
that company is concerned, was the straw 
which, if I may claim a sort of literary 
license and mix up figures of speech, broke 
the camel’s back. Perhaps I should say 
that it was the serpent in the garden. 


Several railway executives with whom I 
talked this week were plain spoken in their 
displeasure at the scoop which the Penn- 
SYLVANIA management put over this week. 


“We have sat in at meetings of the 
Railway Executives’ Association and have 
listened patiently to the exhortations and 
effusions of General Atterbury,” said one 
railroad official “We have applauded 
when told that we should adopt the motto 
of d’Artignan—all for one and one for 
all. Then, out of a perfectly blue sky of 
complete harmony, comes the announce- 
ment that, while we have been shouting 
our willingness to fight it out, the Penn- 
sylvania has slipped out into the back yard 

(Concluded on page 131) 
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ETURN the railroads to Govern- 
R ment operation !—demands a char- 

acteristic editorial in the HEarst 
newspapers. The editorial is intended as an 
Senator La Fo ette’s 
proposal to move the repeal of the Esch- 
Cummins bill and reinstate federal con- 
trol. 


endorsement of 


The Hearst newspapers state that such 
action would bring “the end of the crea- 
tion those enormous private fortunes out 
of railroad graft and chicane which 
threatened the stability of the Republic.” 


The writer of that editorial probably 
was sincere. But it is nothing short of 
a crime that such misrepresentation should 
be tolerated. Occasionally one wonders if 
press censorship does not possess some- 
thing of virtue. 


Former Graft Ended 


It is impossible under present laws to 
return to the era of railroad graft and 
chicane which darkened the days of earlier 
railroad history. The law which brought 
the Interstate Comnferce Commission into 
being, and perfected it saw to that. To 
assert that the repeal of the Esch-Cum- 
mins bill would bring the end of that sort 
of thing, is to utter a false and mislead- 
ing statement. 


Canada, with her huge deficit, resulting 
Na- 
tional Railways of the Dominion, should 
be warning enough to those who promise the 
end of strikes, high rates, and interrupted 
transportation with 


from government operation of the 


government owner- 


ship. It is an easy matter to promise low 
rates and high wages to employees, by 
government operation. But advocates fail 
to mention making up operating deficits 
by taxes. Low rates would mean higher 


taxes. There is no getting round that. 


But we are not going to have govern- 
Not 
unless Congress is as unsound on simple 
economics as is Senator La FOoL.errte. 


ment ownership of our railroads. 


* * * 


New York Central Earnings 


I T is stated that New York Central is 

earning at the rate of about 12 per 
cent. annually. THe Financia Wortp 
long ago pointed out the possibility that 
it would not be long before the com- 
pany would that 
Our confidence has been justified, 
in spite of the coal strike. 


demonstrate earning 


power. 


We reiterate a statement made in these 
columns months ago—New York Central 
(Continued on page 128) 
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Prospects for Corn Products 


Is an increase of the current $6 dividend rate of Corn Products a likely 
development in the near future? Numerous investors would like to have a defmite 
answer to that question. Recently, the stock has been very strong, even for a dull 


market, with little interest outside of that of the professional traders. 


The ques- 


tion as to increased dividends in the case of this company has been raised fre- 
quently. In fact it has been the basis for a run-up in the stock on more than one 
occasion. Perhaps that is the reason so many investors now are anxious to obtain 


a definite answer. 


current dividend rate for Corn 

Propucts is an old stand-by of the 
professional traders when they want to 
facilitate a movement in the market for 
the shares. Usually the query has the 
characteristics of a charm, for ‘buying 
comes into the market in substantial vol- 
ume with consequent substantial gains in 
price. 


Presrrent avi of an increase in the 


Is there any substance in the rumor 
that, after several disappointments, the 
often asked question is going to have an 
answer in definite form? 


A study of the situation does not seem 
to hold forth any great promise and our 
judgment would be that a dividend in- 
crease is unlikely, for some little time at 
least. 


The most recent use of the old rumor 
has been met by “official” denial. That 
may mean anything. Instances are num- 
erous where “official” denials have fol- 
lowed on the heels of rumors to be given 
the lie by the course of subsequent events. 
However, in this instance, the denial that 
a dividend increase is in prospect must 
be accepted at its face value. 


But the mere fact that the recent stock 
market action of Corn Propucts was pred- 
icated largely upon the dividend rumor, 
which is more or less outworn, does not 
mean that there is an absence of anything 


The possibility seems to be remote. 


tangible or substantial as a basis for con- 
fidence in the purchase of the stock. On 
the contrary, there is every reason for 
satisfaction with the earnings performance 
and outlook. In the first quarter of this 
year the company earned $3.40 a share on 
the common. The second quarter may not 
prove as good, but it is estimated that the 
full first six months will show a substan- 
tial balance after the dividend for the 
period. 


The plants of Corn Propucts are run- 
ning only at about 65 per cent. of capac- 
ity, yet earnings are at the annual rate of 
about $12 a share for the common stock, 
which should be encouraging to stock- 
holders. 


There is some merit in the constant re- 
currence of the dividend increase talk in 
the case of this company. The earning 
power is rather stable, and the outlook is 
such as to inspire the holder of the stock 
with confidence in the perpetuation of that 
record. But it is known that the company 
has a large expansion program mapped 
out and in process of being carried out. 
To perfect all of the plans, which involve 
expansion both at home and abroad, a 
large amount of capital will be required, 
so that the directors will have use for 
their surplus for some little time. The 
construction of a plant in Germany alone 
will require something like two millions 
of dollars. 


. 


Inter. Paper Advances Its Prices 


Close upon the heels of the recently announced advance in newsprint prices by 
International Paper comes Dame Rumor with the hint that a new pool with strong 
resources and able leadership, has been formed and soon will begin operations in 
the stock. The latest estimates of the earnings of the company for the six months 
ended June 30 intimate that there in all probability will be revealed a slight -loss 
after preferred dividends. But the present situation in the paper imdustry is sup- 
posed to be advantageous to this company and improvement from now on is 


counted upon. 


UYERS no longer possess the prime 
B advantage in the paper industry 

that been theirs for many 
months as a consequence to the rivalry 
between American and Canadian manu- 
That is the conclusion which 
in the paper industry have 
come to as a result of the recently stimu- 
lated demand. 


has 


facturers. 
authorities 


A week ago INTERNATIONAL PAPER an- 
nounced an advance of $5 a ton to $75 a 
ton for newsprint. The marking up in the 
price was occasioned, according to the ex- 
planation of the company by the fact that 
many high cost machines had been put in 


eperation because consumption had reached 


a high level. So the newsprint makers 
now believe that the market from this day 
on will be more of a seller’s affair. For 
months it has been a buyers’ market. The 
common belief was that productive capac- 
ity had been expanded beyond the needs 
of current consumption. Keen rivalry 
grew up between the American and Cana- 
dian producers, who also had the same be- 
lief. For quite some time many manufac- 
turers scrambled for orders and accepted 


. them, in many cases, at below the profit 


mark. 


InrER. Paper reduced its newsprint price 
in December last year for fixed tonnage 
(Concluded on page 129) 


The Financial World 















Mallinson Showing Impressive 


Twenty-five years ago the H. R. Mallinson Company first assumed a position 
of some importance in the silk industry. 


But the industry, in this country, at 


that time was of minor importance; so much so that, outside of the immediate 
circles of the trade itself, but little was known about it. In fact the industry did 
not reach any particular plane until in later years. In the past eight or nine years, 


however, the industry has grown by leaps and bounds. 


Now America occupies a 


place of dominance, and, in the trade, Mallinson is looked upon as one of the 


leaders. 


OVELTY weaves may be given as 
N the specialty of the MALLINSON 
Company. Among these might be 
mentioned such well known brands as Pussy 
Willow, Dew-Kist and Wee-Kend, which 
are more or less popularized trade names. 
In the past two years, the company has 
expanded its capacity more than 130 per 
cent., so great has become the demand for 
its products, and so extensive has been 
the field of sale. 


Early in 1920, the silk industry was hit 
hard, when business depression first made 
its appearance, or sounded the warnings 
of its approach. But all industries suf- 
fered; silk in a much lesser degree than 
many other commodities. 


MALLINSON, it is to be noted, was one 
of the very few in the textile industry 
that was not forced to take losses result- 
ing in the decrease of its surplus in 1920 
and last year. That fact in itself is a 
rather striking commentary upon the char- 


acter of the management of the enterprise. . 


The principal reason for avoidance of the 
losses was the fact that the management 
disposed of its inventories late in 1919, 
before the slump began. That meant the 
reduction of inventory losses. 


For the year 1920, MALLINSoN wrote off 
$1,500,000 for inventory, yet showed a net 
operating profit of more than $310,000. 
The net for last year was more than 
$300,000. The balance sheet as of April 


30 last, indicated profits for the fiscal year 
oi approximately $260,000, after the pre- 
ferred dividends. An official estimate of 
the possible net for this year places the 
amount at about $1,250,000, which, after 
preferred dividends, would leave an 
amount equal to $4.75 for the common 
stock, upon which no dividends are being 
paid. In this latter connection, the ques- 
tion of common dividends naturally oc- 
curs to the investor. 


The stock may not as yet be in a posi- 
tion to pay dividends on the junior shares, 
but, from all present indications, it is ap- 
proaching the time when such action will 
be both justifiable and practical. 


MALLINsSoNn has no funded debt on its 
hands. All of its property is owned clear 
of mortgage, with the exception of the 
building in Astoria which is occupied by 
employees, and which carries a mortgage 
of $86,500. There is outstanding $3,000,- 
000 of preferred stock which carries a 7 
per cent. cumulative dividend. About 
$300,000 of the preferred has been repur- 
chased by the company, sinking fund pro- 
visions requiring that 3 per cent. of the 
stock be bought in each year and retired. 
There are outstanding 200,000 shares of 
common of no par value. 


In the first four months of this year, 
the company operated at from 35 to 53 per 
cent. of capacity. But it is anticipated 
that shortly full capacity will be required. 


Hood Rubber Showing Up Well 


Although the stock is listed on the Boston Stock Exchange and therefore 
perhaps is of greater interest to New England investors, Hood Rubber is a com- 
pany of more than passing interest, in view, for one thing, of the fact that it is one 
of the few companies of its kind that maintained uninterrupted common dividends 


in the past two years. 


The stock of the company has been attracting considera- 


ble attention of late (quoted currently around 49) by reason of favorable earn- 
ings possibilities, predicated on improvement in the first half of the current year. 


now are running at the rate of twice 

the dividend requirements for both 
the preferred and common shares accord- 
ing to estimates from official sources. That 
being the case, it is apparent that the 
earning power of the company is coming 
back in splendid shape. 


S ALES of the Hoop Rupser Company 


Hoop, like most other rubber producers, 
had its troubles last year and in the year 
before. But, unlike a number of the com- 
panies, it was able to maintain its com- 
mon dividend payments regularly through- 
out the depression. 

In the first five months of this year, the 
company had total sales that were $1,200,- 
000 in excess of the total for the same 
period last year. That showing becomes 
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more impressive when it is remembered 
that this year’s sales have been at lower 
prices than those prevailing in the first 
five months of 1921. For the full year, 
the company expects, allowing that ton- 
nage this year will have to be almost 35 
per cent. greater than last year, to have a 
total of sales considerably in excess of the 
total recorded for 1921. 

One unofficial estimate has it that, if 
sales continue through the year on as sat- 
isfactory a basis as during the first half, 
then the gross should come not so very 
far from the company’s banner year in 
1920, when sales totaled larger than $32,- 
000,000. If such a record can be estab- 
lished, it will indeed be an encouraging 


(Concluded on page 130) 








IN THE 
Utility Field 


By 
Byron C, Hall 




















CTIVITY in the public utility group 
A in the stock market this week 
justifies reference in this column to 
the possibilities of the group in previous 
issues. We have been insistent upon the 


merit of those securities as worthy con- 
sideration by investors. 


After a year or so of pronounced diffi- 
culties, the public utility companies almost 
without any exception, have come into an 
era of better earnings. This week the 
stocks, with the exception of the traction 
group, were in active demand and all 
scored substantial gains. CoLtumBia GAs 
reached new high ground and ConsoL- 
IDATED GAs came close to its high for the 
year. Pusric ServicE CORPORATION OF 
New Jersey common displayed marked 
strength, the movement being predicated 
upon the statement that the company for 
the twelve months ended June 30, which 
was highly satisfactory. In connection 
with Pusxiic Service, it is confidently ex- 
pected by those who have followed this 
stock that another dividend increase before 
the end of the year is probable, as the last 
six months of the period are expected to 
be considerably improved over the record 
for the concluding six months of last year. 

The current strength of the utility group 
is regarded by the editor of this depart- 
ment as a forecast of what is to follow, 
once the general market invites the partici- 
pation of the public and becomes less of a 
professional affair. 

* * * 
Telephone Over Subscription 

NE of the most interesting develop- 
ments in recent times was the success 

of the offering of New York TELEPHONE 
CoMPANY’s preferred stock this week. 
According to official estimate total sub- 
scriptions amounted to more than $82,000,- 
000. The stock was offered in the amount 
of $25,000,000 to customers and employees. 


It seems to go without question that 
the general public has had a decided change 
of heart toward public utility organiza- 
tions. The success of the TELEPHONE 
Company offering also is a decided tribute 
te the management, which should be com- 
plimented upon the character of its cam- 
paign of education carried on during recent 
years. 

When a company can go direct to the 
public with an offer of $25,000,000 pre- 
ferred stock without the aid of any group 
of bankers and secure subscriptions for 
more than three times that amount it 
tells an impressive story of the high degree 
of public confidence in its earnings and 
stability. This is what the New Yor«K 

(Concluded on page 120) 
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The Cut in Petroleum Prices 


Previous Confident Statements That There Would Be No Reductions Left 
Everyone Unprepared for the Reversal; Shares Have Held Up Well 


ARDLY was the ink dry on sev- 
H eral leading oil journals which 

definitely stated there would be no 
reduction in crude oil prices when the an- 
nouncement came of a reduction of 25c a 
barrel in mid-continent crude last Saturday 
which was followed by another reduction 
of 25c early this week. These reductions 
were received with varying emotions. The 
refiner who had no crude on hand and 
none contracted for at higher prices was 
pleasantly surprised. The producer who 
sells on the market price was not so cheer- 
ful. The oil securities held up remarkably 
well in the face of this reduction which 
also spread to a more moderate extent to 
gasoline prices. The Prairie Pipe Line 
Co. announced a reduction of 12%% in its 
pipe line charges. 


Cause of ‘Cuts 


Coming as a complete surprise the 
reasons for these reductions have been the 
cause of much speculation in many 
quarters. Did the recent report of the 
Federal Trade Commission which claimed 
a price fixing monopoly existed bring it 
on? Did the investigation into gasoline 
prices being carried on by SENATOR La 
FoLteTtE make such an offsetting move 
necessary? Had the public been heavy 
purchasers of oil stocks and was it time 
for a shake out? These and many other 
theories were advanced. The fact that the 
output in Mexico had declined to 14,000,000 
barrels in June and to 10,000,000 barrels in 
July based on unofficial figures for the 
first half of the month (as well as the de- 
clines in the gusher Hainesville and Mexia 
fields) the fact that oil prices were main- 
tained at present levels while there was a 
much greater flush production had led 
many to believe that there would be no 
difficulty in maintaining them now, espe- 
cially as consumption was steadily in- 
creasing. In this connection I have pre- 
pared two charts, one of which shows how 
gasoline consumption has increased with 
the expansion of the motor industry and 
the other shows how oil production in this 
country has increased during the last 
eighteen months. Also a questionnaire was 
sent to leading oil men the country over 
and the gist of their opinion was that 
from the long pull standpoint the outlook 
for higher prices was good; that right 
now the only profitable part of refining 
was in the gasoline end and that the im- 
mediate outlook was uncertain. 

As these replies were made before the 
cut in prices there evidently was some 
thought in the minds of these men that 
a reduction was possible. 

When the cut was announced Standard 
Oil interests were silent as usual but H. 
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By ROBERT LEWIS ATWELL 


F. Srnciair, chairman of the board of 
Sinclair Consolidated Oil Corp., in com- 
menting on action of the Sinclair Crude 
Oil Purchasing Co., said: 


“Too much crude oil is being produced at 
the present time. In a personal inspection 
of all the important fields of the country, 
I was impressed with the fact that in some 
places entire fields are practically shut 
down; others are partially shut down and 
new fields have been discovered which are 
adding many thousands of barrels daily to 
storage stocks. Actual stocks of crude oil 
have been increased 100,000,000 barrels in 
about a year. We have been storing crude 
oil steadily and will continue to do all we 
consistently can to take care of the situa- 
tion. 


TWO YEAR SUMMARY 
OF THE 
PETROLEUM 
INDUSTRY 


DOMESTIC PRODUCTION 
2s 


IMPORTS OF CRUDE 0 





“Many of the producers apparently have 
been misled by the fact that the demand 
for gasoline is increasing so rapidly. In 
my opinion this summer will see the great- 
est gasoline consumption in the history of 
the country, but gasoline cannot carry the 
full burden. A few months ago more than 
150 refineries were shut down, principally 
because they couldn’t operate at a profit, 
and others were kept running at a loss. 
The larger movement of gasoline and a 
moderate increase in price encouraged 
many of these refineries to resume opera- 
tions. It is unfortunate for the country 
that conditions did not permit a larger 
accumulation of gasoline reserves during 
the winter months because they will be 
needed badly before the summer season is 
over. There will doubtless be a further 
increase in refinery operations, but this in 
itself cannot make much headway against 
the present flood of crude oil.” 


Gasoline Shortage 


At about the same time Standard Oil of 
Indiana officials were quoted as saying 
there would be a gasoline shortage by 
August. 


That there has been a brisk demand for 
gasoline and that the refineries were mak- 
ing a profit out of their gasoline operations 
is true. But there is another side to the 
picture and it is brought out clearly in an 
article which I will quote from the June 
issue of “The Lamp,” the official publica- 
tion of the Standard Oil Co. of New 
Jersey: 

“The crux of the gasoline situation is 
this: The price is not fixed by Standard 
Oil Company (N. J.) or by any other large 
company nor by any association or group 
of companies. It is fixed by the consumer 
and expressed by demand. Last fall many 
refiners found themselves embarrassed by 
large stocks and with insufficient working 
capital to carry these over until business 
might resume. There ensued a drive for 
business at prices made regardless of cost. 
The Oklahoma gasoline market, jobber’s 
price, went to twelve cents a gallon and in 
doing so established the base price for 
gasoline the country over. It mattered 
not what it was costing refiners either in 
Oklahoma or on the Atlantic seaboard to 
produce gasoline; the market was fixed 
by the refiners’ necessity. 


“With their surplus stocks largely con- 
verted into money, the seasonal demand for 
gasoline was again experienced with the 
approach of the summer of 1922. In the 
space of a few weeks the same people who 
had established the price of twelve cents 
put it up to nineteen cents in Oklahoma, or 
the equivalent of about twenty-five cents 

(Concluded on page 118) 
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Industrials 





Adams Express— 


From the remarks a director is reported 
to have let drop to a financial reporter 
stockholders of the Adams Express Co. 
may expect to look forward to the resump- 
tion of dividends. Recently the express 
companies entered into another agreement 
with the railroads that was mutually sat- 
isfactory. Aside from better business and 
the nearing of the final liquidation of the 
Government claims Adams Express Co. is 
benefiting from the appreciation of secur- 
ities it owns, and of which it has a con- 
siderable amount, the bulk of it consisting 
of standard rails. Should Adams start 
dividends again the rate will be between 
5 and 6% annually. This is the general 
impression. 


Allied Chemical— 


People who should be familiar with the 
nature of the business of the Allied Chem- 
ical & Dye Co. attach little importance to 
the Senate’s refusal to place embargos on 
foreign dyes. They contend that the busi- 
ness the company does through its two 
principal subsidiaries, the Barrett Chem- 
ical and the Semet Solvay, produces profits 
sufficient to meet the present dividend. As 
to the effects on the company’s business 
of foreign competition’ in dyes, speculators 
seem to attach more importance to them 
than do the company’s officials. 


American La France— 


Earnings as high as $16 a share are re- 
ported for the American La France, the 
largest corporation in the country engaged 
in the manufacture of fire apparatus. 
Municipalities which have had an easy time 
of it borrowing money have been liberal 
customers. Financially the company is 
rounding into a strong position, evidence 
of which is to be had in the rapid conver- 
sion of its 6% notes into common stock. 


American Woolen— 


Another step towards business normalcy 
is taken by the American Woolen Co. by 
increasing its price on its spring line of 
woolens to $2.50 a yard. This advance 
means that the company is confident of a 
better season before it. In the trade a 
much larger advance was expected, but the 
company shows good judgment in not 
rushing the price up too fast. The new 
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price should permit a substantial profit, 
which can be materially increased by the 
volume of business it can produce. Cost 
of manufacturing now is around a normal 
level and the company is no longer con- 
fronted with the necessity of marking 
down inventories. The moderation the 
company shows in advancing its prices has 
not only created a favorable sentiment 
towards its shares, but also in the trade. 


Continental Can— 


If American Can is entitled to its high 
market rating on the prospect of starting 
dividends this year then Continental Can 
deserves to sell for considerably more, 
on its more favorable business record. It 
so happens the company is a much smaller 
cne in point of capital hence does not at- 
tract to it as big a following. Yet Con- 
tinental Can is earning at the rate of $15 
a share with the best part of the year 
still ahead of it. From the standpoint of 
a permanent investment some _ shrewd 
traders prefer Continental Can to its older 
and larger rival. 


Endicott-Johnson— 


The annual report of the Endicott-John- 
son Corporation came up to the advance 
information the Street had had. The 
net profits increased to $2,361,239, or $5.55 
a share. This was a gain of more than 
a dollar a share. The recovery in the 
shoe trade has been rapid. An increase 
in the corporation’s inventories to $19,- 
000,000 can be taken as an indication that 
the officials are looking for the remaining 
half of the year to be even better than 
was the first part. 


Hoffman Machinery— 


A comparatively new stock on the Ex- 
change is Hoffman Machinery. During the 
short time it has been listed it has given 
a good account of itself. Buying of the 
stock largely emanates from _ people 
familiar with the company and the nature 
of its business. They are a hopeful class, 
a position which they are justified in as- 
suming if all the reports of gool earnings 
are true. It is said if the present rate of 
business is maintained net profits might 
easily run as high as $9 on the stock, for 
the current year. 


International Harvester— 


Sentiment is shaping itself decidedly to- 
wards the excellent prospects of Interna- 
tional Harvester as a result of the un- 


usual crop prospects. This will put the 
farmer in cash again and bring him into 
the market as a liberal purchaser of agri- 
cultural implements. With the near ap- 
proach of the fall it would not be surpris- 
ing if quite a speculative movement in the 
stock developed. 


National Enameling— 


While the business of National Enamel- 
ing has improved considerably within the 
last six months, it hardly would seem 
likely that dividends on the common will 
be resumed as quickly as is expected in 
certain quarters. Notwithstanding what 
has been said about the company diversi- 
fying its lines of business, the bulk of it 
is still in enamel kitchen wares. In this 
particular line it is still a debatable ques- 
tion what effect competition from abroad 
will have. Hence it may be advisable not 
to allow one’s optimism to run away with 
one. It is gratifying, however, to notice 
the improvement in the company’s earn- 
ings and prospects. 


Otis Elevator— 


Few companies are in a stronger finan- 
cial position than Otis Elevator, which can 
count in its strong box $8,000,000 in cash, 
or its equivalent. By no means is this 
the most favorable. phase. The present 
building boom has not yet reached its 
maximum peak, so that the company may 
reasonably be expected, before it is at- 
tained, to increase its dividend, and prob- 
ably cut a melon. Present profits are 
running at a rate that is twice the divi- 
dend now being paid. 


Pond Creek Coal— 


Being free from the coal strike, Pond 
Creek Coal is profiting through much in- 
creased earnings. However this advan- 
tage must be considered but a temporary 
one. Were this consideration set aside 
and the stock regarded on the basis of 
the income it yields around its present 
market price, which is about 7 per cent., 
the price of the stock is not high. In ad- 
dition, the increased profits the strike pro- 
duced may permit of an extra dividend, 
which is another incentive for the current 
buying in the stock. 


Sears-Roebuck— 


Not only has the business of Sears- 
Roebuck improved to such an extent as to 
provide for the repayment of $3,500,000 
notes due in October but plans are in 
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preparation, because of the improved pros- 
pects, for the retirement of all the notes. 
The stock is certainly on the up grade 
again. 


U.S. Industrial Aleohol— 


A daring pool. is behind the upward 
swing in U. S. Industrial stock and with 
conditions favoring it has succeeded in 
putting the price around 60. The uncer- 
tainty in this movement lies always in 
when the pool will cease its activity for 
then the outsider is likely to find himself 
hung up. Undoubtedly the business of the 
company has improved in common with 
most of the industries but not to such an 
extent to warrant the intensive optimism 
that the pvol is trying to generate in the 
mind of the speculatively inclined on- 
lookers. 





Railroads 





St. Louis & Frisco— 


May earnings of the Frisco were a de- 
cided improvement over those of the pre- 
vious month, they gained $842,958. The 
road has not yet shared in the full benefits 
the railroads have derived from the im- 
proved business situation for the current 
gross revenues for the first five months of 
the year are still nearly $2,000,000 out of 
the way. It is expected that when the 
year is closed the earnings will be on the 
comfortable side of the ledger. 


. 


Seaboard Air Line— 


Continued improvement in earnings is 
shown by Seaboard. This change for the 
better has become so pronounced as to 
raise hopes that the company again will 
be able to resume interest payments on 
its 5 per cent. adjustment bonds. The 
last payment was made February 1, 1921. 
Business conditions in the South look very 
encouraging. The only temporary draw- 
back is the rail strike. For the time being 
it may cut somewhat into the road’s earn- 
ings. 





Equipments 





Baldwin Locomotive— 


As Tue FINANCIAL Wor-p ventured to 
predict when speculation in the equipment 
stocks was resumed Baldwin would assume 
the leadership. This it did in an impressive 
manner, touching early in the week a new 
high level for the year. Baldwin has a 
backing as daring as that behind Stude- 
baker, and it is responsible for putting the 
stock in a place of its own. This method 
of making the stock more active than its 
competitors’ is one way of advertising it 
to the speculative contingent. When all 
the trade and financial conditions are fav- 
orable this sort of publicity proves profit- 
able. Baldwin has had all these ad- 
vantages. 
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Lima Locomotive— 


Now that the refinancing plans of Lima 
Locomotive have been approved and it be- 
comes a certainty, for the time being, what 
dividends the stockholders are to receive, 
future speculation in the stock will re- 
volve around the prospects of the company 
increasing the rate of dividend proposed to 
be paid on the new common stock. Of 
the new stock, which has no par value, 
two shares are to be given for one share 
of the old stock. Preferred stockholders 
have the same conversion privilege, with 
the additional right to buy for cash, one 
and a third shares for each share, for $50 
a share, which is the same privilege as 
the common stockholders enjoy. Through 
this conversion the old. common stock will 
gain the advantage of one per cent. in- 
crease in the annual dividend rate as it is 
proposed to start the new common stock 
on an annual rate of $4 per share or on 
the basis of $8 on the old stock, which 
had only been receiving $7 per annum. 


Railway Steel Spring— 

Among the smaller equipment stocks 
Railway Steel Spring hardly could escape 
attracting attention to itself when there 
is so much favorable news and sentiment 
circulating about the equipments. If these 
companies get all the business their friends 
expect Railway Steel Spring will fall heir 
to its share. It is capable of doing a 
profitable business as it is demonstrating 
by earning its present dividend. Com- 
pared with the other equipment stocks 
there is this also to be said in its favor— 
it appears to be selling out of line. It de- 
serves a higher market rating. 





Motors 





Nash Motors— 


One of the highest priced motor stocks 
is Nash which is selling around $525 per 
share. The high rating the stock market 
accorded Nash stock when it was listed 
was deserved. Even when the outlook in 
the motor industry looked dark Nash was 
unaffected, for the management was con- 
servative enough to build up a big cash 
surplus which not only carried the com- 
pany through the doubtful period, but 
placed it in an advantageous position when 
the revival in business came. There is 
such a limited supply of stock that there 
is no trouble advancing it as was the case 
one day this week, when the gain was 47 
points. 


Pierce-Arrow— 

After a long delay the Pierce-Arrow 
management has met an inevitable situation 
by making a substantial reduction in the 
price of its cars. This step might have 
been taken some time ago to advantage, 
thereby relieving the selling pressure on 
the stock. With a more reasonable priced 
car on the market, backed with its high 
reputation, the company now may succeed 
in turning the tide in its favor. It still 
has a long road to travel for it has $7,000,- 


600 in bank loans to liquidate before there 
can be any dividend prospects. 


Studebaker— 


To justify the extreme advance which 
has been scored by Studebaker stock, 
which has cultivated the habit of jumping 
a few points higher with every movement, 
the directors when they meet on July 31 
will have to be quite magnanimous with 
the stockholders. Should they not declare 
a sizable extra dividend, some claim it may 
be as high as $7.50 a share, or capitalize 
the surplus in a manner permitting the 
speculative element to cash in a profit, a 
reaction in the stock is more than likely. 
No one among the directors has come out 
positively with a declaration that any sort 
of melon like the street is counting on is 
ripe enough to be sliced and handed around 
among the shareholders. 





Oil 





Superior Oil— 

When the Atlantic Refining took over 
the control of Superior Oil it conferred 
no benefit on the company or its share- 
holders, as subsequent developments indi- 
cate. When the latter was going it alone 
and upon a much smaller capital, it gave 
every sign of prospering. All this has 
been changed. The last quarter’s earnings 
are specially disconcerting. The statement 
shows a deficit of $225,000 or more than 
four and a half times the amount on the 
minus side of the company’s ledger for the 
previous quarter. With such a poor ex- 
hibit before one it is not to be wondered 
at that the stock shows no life at all. 





Steels 





Crucible Steel 


There is little more behind the reason 
for the burst of activity in Crucible Steel 
stock than the improvement in the steel 
trade. The chances favor some sort of a 
combination between the company and 
some other important steel unit. For in- 
siders Crucible Steel in the past has made 
considerable money and they expect a 
repetition of their good luck now that the 
Steel industry is entering another period of 
activity. The control of the company is 
so closely held it has been said and upon 
reliable authority, that three fourths of 
the outstanding capital is in such hands 
they could do with it what they willed. 





U.S. Steel— 


Steel common crossed par much sooner 
than was anticipated. Buyers of the 
security are looking beyond the immediate 
present and are not allowing themselves 
to be influenced by a coal shortage or a 
continued railroad strike. Those tem- 
porary unfavorable factors will blow away 
like a storm. Next week Steel will issue 
its second quarterly report, which the 
Street expects to make a very good 
showing. 
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By THE OBSERVER 


Rather than stand in the way of the 


Britain’s complete economic restoration of 
Generous Europe, Great Britain is prepared 
Offer to forego the payment to her of 


the money she advanced to France 
for the prosecution of the War against Germany. This 
debt is a considerable one and one which, were it 
paid, would go far towards reducing Great Britain’s 
debt to the United States. 


Her only consideration for her magnanimous offer 
is that France in turn shall consent to a reduction of 
Germany’s reparation payments from 112,000,000,000 
gold marks to 60,000,000,000. Foreign advices indi- 
cate Britain’s offer has met with a responsive reception 
in France where a change of heart is in process, as 
the realization dawns on her how futile would be any 
effort to collect damages which a people or a nation 
could not hope to pay. 


Dependence always can be placed on Great Britain 
to exercise common sense at the right time. Her 
statesmen and financiers have come to the conclusion 
that, by demanding that Germany undertake the im- 
possible, her financial rehabilitation would be blocked. 


They have come to see the situation in the light that 
the famous English economist Keynes has seen it. 
They now realize that to attempt to carry through the 
original reparation plan would be to lay the seeds of 
revolution. It would be like trying to draw blood 
from a stone. But Britain’s problem has been to win 
over France to this sound view. Her generous con- 
cession; which means a considerable sacrifice, may ac- 
complish that very object, for it would ease France’s 
financial burden and place Germany in a position where 
she could meet her war damages. 


When General Hancock was a 


On the candidate for the Presidency he 
Tariff described the Tariff question as a 
Sands local issue. It is not even that. 


. Tuomas Bracket Reep, when he 
was Speaker of the House, when it was the subject of 
an acrimonious debate dubbed it purely a personal 
- proposition. When the “Ayes” were counted they 
usually were a solid phalanx of advocates whose busi- 
ness would be benefited and the “Noes” were repre- 
sented by interest changes in the tariff schedules were 
expected to financially injure. 


Tomas Bracket Reep was right. The tariff is 
largely a personal problem. The consumer has little 
to say, or rather has had little part in the discussion 
and in the framing of previous tariff bills. 


Congress has seemed to pursue the same line of in- 
difference toward the consumers in drafting the pres- 
ent tariff. But of late a sudden change of heart has 
come over it. Senators and Congressmen are be- 
ginning to realize they cannot regard the people as the 
sort of character cartoonist OpPER so much delights in 
picturing: a little fellow who is always kicked around. 
Members of Congress have been hearing in no unmis- 
takable language from their constituents that they want 
a modicum of tariff tinkering. 


Less attention is being paid to the demands of blocs 
who raise a noise which makes their power and im- 
portance seem greater than what they really are. Sena- 
tor McCumBEr’s defeat, and the revolt in lowa, comes 
as a warning that the consumers expect to have some- 
thing to say at the fall elections if an unwieldy tariff 
bill is passed, one that will increase the cost of living. 
The people have not forgotten the oppression under 
which they suffered by reason of the inflated cost of 


living, which they are only gradually overcoming. 


Trade conditions are too delicate to tamper with. 
Such is the general impression. Senator FRELING- 
HUYSEN has sensed the situation properly. He has 
offered a proposal to Congress for the appointment of 
a permanent commission of wide enough scope and big 
enough powers to obtain and keep before the tariff 
makers all the fundamental conditions of industry, all 
the facts and information necessary to the making of 
a tariff rate that will stand the test of sound economics, 
practical experience and plain common sense. 


A. W. SuHaw, editor of System 


Future Magazine, pays attention to the 
Price question of prices in the future in 
Levels the August issue of his publication. 


While not saying directly that the 
basis of price stabilization will be around 150% of pre- 
war values, this thought seems to be the kernel of his 
argument. 


Such a conclusion is but theoretical, and this old 
Earth has a persistent habit of knocking such theories 
into a “cocked-hat,” despite the painstaking efforts 
statistical bureaus put forth to provide mankind with 
an accurate business gauge. 

Well can students of economy recall the assertion 
of a prominent Yale professor several years ago that 
the day for low interest rates had permanently passed. 
The following year the State of New York was able 
to float a large bond issue around 4%. 

Another pet theory after the war was that inflation 
would continue because the war had destroyed much 
man power and property, all of which first would have 
to be replenished before prices would decline. But 
that theory also was quickly shot to pieces. 











What prices will be during the next few years will 
depend largely upon the volume of business. American 
merchants and manufacturers have discovered that they 
can increase their profit by volume of business even 
though their margin of profit may be smaller. 


An eight per cent. profit means considerably more 
on $200,000 worth of business than a 10% profit on 
$100,000. This simple mathematical problem in- 
fluences prices more than any other factor, for behind 
it is the spirit of reaching out for more and more 
business constantly. 


When the SupREME Court ordered 
the STANDARD O1L combine to un- 
scramble it was thought that the 
mandate ended Federal interfer- 
ence. Instead of one STANDARD 
Company there came a few dozen, each a separate entity 
and each, notwithstanding the dissolution, continuing 
the prosperous career that the mother company en- 
joyed for so many years. There is no group of cor- 
porations in this country that has been so uniformly 
managed for the best interest of the consumer, the 
producer and the shareholder. 


Interlocking 
Directors 


To the officials of the STANDARD O1L companies it 
must sometime seem as if the Government has em- 
barked upon a policy toward them of repression, un- 
deservedly so, since they have conducted the affairs of 
their corporations in accordance with the highest stand- 
ards of honesty. 


The Federal Trade Board now recommends to Con- 
gress further legislation by which interlocking directors 
may be removed. The Board concludes that the 
presence of directors of one STANDARD Ort Company 
on the board of another is directly responsible for main- 
taining a high price on gasoline and fuel oil. This is 
hardly true. It might have been so when the STanp- 
ARD O1L was considered a monopoly, which was be- 
fore it was unscrambled, but is not so today with a 
host of financially strong independent companies where 
there is no instance of interlocking directors. 


It may be that The Federal Trade Board has con- 
fused the real purpose for the presence of STANDARD 
Or directors on the boards of some of the independent 


companies. Some of these enterprises found them-: 


selves in a tight pinch when the post-war inflation col- 
lapsed, and they were financially helped out by the 
various STANDARD O1L Companies. 


Having such large investments the natural sequence 
would be for the STANDARD OIL companies, which made 
such advances, to have one or more of their directors 
to represent them and watch over their money. 


From the poll so far taken by the 


Dry Literary Digest on the prohibition 
or both the Drys and the Wets can ex- 
Wet tract some comfort. The vote con- 


vincingly indicates that there is not 
the slightest chance for the repeal of the Eighteenth 
Amendment, which has become a part of our organic 
law and will remain there. 


It is in on the question of the interpretation of its en- 
forcement where the so-called wets will score a distinct 
victory, unless later votes change the character of re- 
sults. The early returns show a respectable majority in 
favor of light wines and beers. Voters wish for a 
modification of the VotsTEap enforcement act. 


The Dégest has mailed 10,000,000 cards which will be 
a fair test of public sentiment on the question of pro- 
hibition on which it claims the people have not had an 
opportunity to vote upon since the amendment was 
passed by the legislators of the states. With this as- 
sertion there can be no dispute, for in California and 
in Ohio, where the question was submitted to a refer- 
endum, the Wets outvoted the Drys. Yet both States, 
through their legislatures, voted for the amendment. - 


The Digest poll is an unbiased one. The rabid Drys 
may rail against it, but it is certain when it is completed 


that the politicians will pay serious attention to its char- — 


acter, as they will regard it as an expression of public 
sentiment. 


The division of the vote between the retention of the 
amendment in the constitution and the modification of 
the enforcement act, suggests an interesting deduction. 
It would indicate that the people will not consent to the 
return of an uncontrolled liquor traffic, and no longer 
will tolerate the saloon or the country tavern but would 
prefer to place in the hands of the Government a power 
by which it can be effectually controlled. 


Eventually sane modification will replace the present 
enforcement by which the illicit traffic can be stopped 
and light wines and beers can be made to contribute 
their proper share to the Federal taxes. 


For forty years C. R. MILver has 

Miller’s shaped in part the editorial policies 

Influence of The New York Times, and from 

Remains 1883, as its editor-in-chief, their 

| formation fell entirely upon his 

shoulders. His pen now is forever laid aside. He 

has gone to sleep, to slumber restfully under a bed of 

warm earth, having devoted his long life to but the 

one single purpose of moulding public opinion to ac- 
ceptance of uplifting ideals. 


There have been but few men who have occupied the 
editorial chair on an important newspaper who con- 
sidered their influential position more modestly than 
did Mr. Mitter. Though a man of unusual attain- 
ments and one who might have brought forward his 
abilities into the limelight, he refrained from thrust- 
ing himself upon public notice. He was The Times. 
To him the institution meant everything into which all 
personality was submerged. He eliminated the per- 
sonal element in journalism, and also the personal 
abuse of one another by editors when they differed 
over public questions. Mr er held that a great news- 
paper was the composite mirror of many minds. 


While The Times grieves over the great loss it has 
sustained through the death of its great editorial leader. 
‘t still can. feel that although in the flesh he is absent, 
his spirit long will prevail and guide it in the path of 
usefulness which it so long has followed. 
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Cut in Petroleum Prices | 
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at the Atlantic seaboard, taking in freight 
That was the reflection of the 
working of the simplest economic law, un- 
influenced by any of the considerations 
raised in the Senate’s questionnaire. The 
article in question might just as well have 
been strawberries or cotton. When more 
of a product is offered than the public will 
consume, the price falls in the effort of 
each producer to move his stock. When 
the- demand reappears he follows it up 
with an advance in prices in an effort to 
recoup his losses. 


charges. 


“However, there is another important 
consideration with which the public is not 
conversant. That is the disparity between 
prices for gasoline and the other products 
obtained from the crude oil. If the 
demand for refined products were balanced, 
so that all of the refiner’s output could be 
sold at fair prices, it would not be neces- 
sary to get the present figure for gasoline. 


“Crude oil yields a fairly definite ratio 
of different products and it is not possible 
to vary this greatly to meet an increased 
call for any one of them. A forty-two gal- 
lon barrel of petroluem from the Mid- 
Continent field, for example, run through 
a complete refinery as distinguished from a 
skimming plant, yields approximately ten 
gallons of gasoline. eight of refined oil; 
three of lubricating oil; one of wax; 
twelve of gas oil, and six of fuel oil, with 
a loss of two gallons. Theoretically, the 
cost of crude, its transportation, refining 
and marketing expenses, provision for 
amortization and an allowance for profit 
should be allocated among the six products 
listed so as to let each bear its proper 








Houston Gas 
and Fuel Co. 


Ref. & Imp. 5% Bonds 
Due Sept. 1, 1932 


A first mortgage on all 
the property of the Com- 
pany. Net earnings over 
3% times interest charges. 


Price 92} and interest 
Yielding about 6% 


A circular describing the 
above, together with our 
July Bond Circular, will be 
sent upon request for S-11. 
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share. When one of these products does 
not find a market, the refiner must increase 
the proportion borne by the others. 


“For some time there has been a sub- 
normal demand for everything but gas- 
oline. The result has been to force prices 
of the other products below the actual 
cost of production. If the refiner must 
find storage for eight gallons of refined 


eee DOMESTIC 
CONSUMPTION 
GASOLINE 

——-MOTORS IN 
SERVICE 





oil for every ten gallons of gasoline he can 
sell, his financial problem becomes extreme- 


ly serious. If instead of selling his wax 
at the equivalent of thirty-three cents per 
gallon he has to practically give it away 
or let it run into the residue to be burned 
under boilers, he must obtain a higher 


price for his saleable products. 


“Recent increases in gasoline prices were 
made by all companies, to substantially 
the same degree and at about the same 
time, not through any agreement or under- 
standing, but because the universal demand 
carried up prices asked by the primary 
market, which is the small refiner. At the 
present level for gasoline, which many 
people believe to be excessive, there is 
not a fair profit in running a barrel of 
crude oil. The industry hopes that the 
demand for other products than gasoline 
will improve so that the costs of refining 
will be more evenly distributed. An 
alternative is the further development of 
processes to increase the gasoline yield:” 


There can be doubt after looking over 
the chart which shows the production, con- 
sumption and stocks on hand of crude oil 
that there is an ample supply. When prices 
were low last Fall the production of crude 
oil got down to 35,539,000 barrels in 
October. By May, 1922, it had increased 
to 46,473,000 barrels Crude oil in storage 
as of December 31, 1920 was 123,291,000 
barrels. which increased to 245,030,000 bar- 
rels by. May 31, 1922. Of course, had 
there been no imports from Mexico there 
would be a shortage of oil. 
it was generally whispered that there was 


. Store crude 


Also last Fall. 





a “gentlemen’s agreement” to keep the pro- 
duction of crude oil within reasonable 
limits so that the price of crude oil could 
be maintained at a profitable basis. That 
a definite attempt was made to “stabilize” 
crude oil prices is indicated by the clearly 
marked and strongly financed campaign to 
in steel tanks in whatever 
quantities and for whatever time might be 
necessary to maintain prices. 


Evidently this plan has failed tempor- 
arily at least; the producer could not be 
held in bounds. In the past the oil industry 
has been characterized by wide swings in 
production and equally wide swings in the 
price of crude and a successful outcome to 
the effort to stabilize crude prices would 
have eliminated much of the element of 
speculation from the industry. This is 
particularly true of the small refineries; 
I know of one such company which pur- 


_chased 100,000 barrels of crude at $2.25 a 


barrel last week which it could purchase 
today for $50,000 less. 


However, what the reader is probably 
interested in is the future price trend of 
oil securities. {[t appears from my study 
that the refiners are in a much better posi- 
tion than the producers. Another point 
that should be borne in mind is that the 
oil industry like the mining industry con- 
sumes itself. In other words an oil well 
is less valuable after it has flowed a year 
just like a mine has less ore after it has 
operated a year. Of course this applies 
more specifically to a straight producing 
oil cormpany and much less to a company 
with a refinery on the Atlantic seaboard, 
for instance, which can draw oil from the 

id-continent field by pipe line or from 
Mexico or South America by tank steam- 
ships. 


It is obvious, however, that a reduction 
in crude oil prices and a lesser reduction 
in refined prices operates to the advantage 
of the company whose principal source of 
revenue comes from the refining end and 
with gasoline in greatest demand that 
refinery which is equipped to extract the 
maximum amount of gasoline out of its 
crude is in the best strategic position. 
From this point of view issues—such as 
Standard Oil of Indiana, Standard of 
New Jersey, Texas Co., Cosden and Sin- 
clair look most attractive. 


—o—— 


Consolidated Gas Advance 


As Consolidated Gas already had com- 
plete control of the Mutual Gas Co. its 
recent purchase of the stock of the min- 
ority at a price around $300 a share cannot 
be considered much of a bull argument. The 
advance in the shares recently could hardly 
be ascribed to that influence, even though 
the Street attaches importance to such 
minor details. What lures speculative 
interest in the stock is the anticipation of 
what may be done with the $20,000,000 or 
more the company had impounded until 
the gas rate question was decided and 
which has now become available. Con- 
solidated Gas is slated for an increased 
dividend. 
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HAT has become of the much 
\ \ heralded July reinvestment mar- 
ket? The municipal bond in- 
vestor is making’ himself conspicuous by 
his absence. The situation bears out the 
theory that public buying habits are not to 
be controlled by legend. Dealers have been 
preparing for this seasonal rush, even 
going out of their way to stock up for the 
expected demands; yes, going so far as to 
pay premium prices in some extreme cases. 
Has the investor exercised his initiative in 
anticipating this com.* market and pro- 
cured his supply in advance of it? That, 
at least, is the reason given by dealers for 
the sparse buying of municipals. There is 
however, another side to consider. Did the 
investor realize the importance of this ad- 
vance buying by the dealer and just what 
it would mean to him in regard to price 
influences? Perhaps, again, he is just hold- 
ing out. The dealer in his utter confusion 
may see fit to unload his purchases before 
the month is very far along, and this to the 
advantage of the investor in the way of 
prices. The latter reason is perhaps the 
closer to the real truth. Rather than carry 
a large floating supply through the summer 
months into September the dealer will wel- 
come the opportunity to clean out eveh at 
lower prices. This in itself should tend to 
slightly lower prices for the latter part of 
the month. 


All along the line complaints are heard 
about the lull in the bond market and this 
applies especially to the municipal market. 
New issues are taken fairly active, but this 
activity is limited to dealers. Further dis- 
tribution of the bonds, however, is re- 
ported as being only fair. 


The suggested amendment to extend the 
powers of the Federal government to in- 
clude income from State and municipal 
bonds is meeting with wide opposition. 
Judging the opposition by the volume of 
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MUNICIPAL BOND BUYERS | 
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noise made one might think the affair one- 
sided with no room for doubt as to the 
success of the proposed altering of the 
country’s fundamental law. 


The new Federal aid appropriation for 
public roads comes at a time when several 
states are nearing the limit of funds 
available. The authorization of funds for 
three years in advance will be of great 
benefit to all states in that it will permit 
them to lay their plans for some time 
ahead. Uncertainty as to future Federal 
aid is removed and provision can be made 
at once for raising State funds to match 
the Government’s quota of $48,750,000. 
The rapid strides being made in motor 
transportation for short hauls warrants 
the improvements to be made. Then again 
there is the possibility of investigation to 
determine whether or not the companies 
engaged in this traffic can be made to give 
financial aid in the upkeep of the roadbeds. 


eS 


A Year’s Gold Imports 


Imports of gold during the twelve 
months ended June 30 as reported by the 
Department of Commerce amounted to 
$468,000,000, or approximately $170,000,000 
less than during the preceding fiscal year. 
The net augumentation of the nation’s gold 
supplies, however, was greater than this 
would indicate, because of a decrease of 
$106,000,000 in gold exports, which aggre- 
gated only $27,000,000. Gold imports in 
June were valued at but $13,000,000, com- 
pared with $43,000,000 in June a year ago, 
exports being reported at $1,600,000, 
against $773,000. Silver exports during 
the year at $70,000,000 and imports at $62,- 
000,000 each registered an advance of about 
$10,000,000. Since the close of the year 
the shipment of British Treasury gold to 
this country has considerably swollen the 
import movement. 





























Exempt from Normal 
Federal Income Tax 


Public Service 
Corporation 
of New Jersey 
8% Cumulative Pfd. Stock 


Preferred both as to assets 
and dividends. 


Balance available for dividends, etc., 
for the year ended April 30, 1922, is 3.1 
times the present annual requirements of 
the Preferred Stock. 


Preferred Stock is followed by $30,000,000 
Common Stock, and since 1908 dividends 
have been paid each year on the Common 
Stock at the rate of not less than $4.00 
a share. 


Application will be made to list this 
stock on the New York Stock Exchange. 


Price $106 and accrued divi- 
dends, to yield over 7.50% 


Send for Descriptive Circular. 
The Investment House of 


Robert C. Mayer & Co. 
60 Broadway eee * see New Yor, 
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Elec. Light Co. 


Ist Mtge. 5% Gold Bonds 
Due 1941 





Secured by a closed | 
first mortgage on | | 
property whose | 
earnings are more 
than three times 
interest charges on 
these bonds. 


A High Grade Bond 
A. B. Leach & Co., Inc. 


Investment Securities 
62 Cedar Street, New York 


105 S. La Salle St., Chicago 
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| Municipal Bond Suggestions July Investment 

| Municipality Rate Date Yield July investors seeking safety, an 

AR Ee oe ho ee 4.00 1967 3.85 attractive interest rate and free- 

 - ooo Ren enemeee 4.00 1925-1942 3.90 dom from worry should write 

= ~~ > SiR aiEhesE: 4.25 1926 4.00 for our July investment sugges- 

| (ESSE EE ed oe 4.50 1925-1930 4.10 tions. 

| New Haven, Comn. ................-ecces 4.25 1943-1952 4.05 We recommend sound first mort- 

| Wakes Com ...................... 4.25 1928-1940 4.15 gage 647% serial bonds, in $1,000, 
oS 4 SE ne aie 4.50 1937-1956 4.25 $500, and $100 denominations. 

e > “EO RR aaa 5.00 1927 4.40 Write today for 

ee + § “ei ei Sears 4.25 1972 4.06 Booklet G-1213 

DN eos in nea bk ea ay wedeis 5.00 1957-1959 4.25 ; 

| Cleveland, Ohio... 5,00 1954-1963 4.20 S.W. STRAUS & CO. 

| NE en ee 3.25 1927 4.25 

— |. Speeeneemencnnney eee 5.50 1931 4.25 jor oe TNE py 

| San Diego, Ps Sees ee a im Ar 4.50 1946 4.50 STRAUS BUILDING NEW YORK 

| Altamount, N. =. ea Se 5.00 1927-1938 4.40 565 Fifth Avenue, at 46th St. 

| Royalton, N. . ee SES eR re eee 4.75 1928-1932 4.40 Telephone—Vanderbilt 8500 

| 40 Years Without Lose te Any Investor 

Copyright 1922, by S. W. Straus & Co. 
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Utah Light and 
Traction Co. 


lst and Refunding Mortgage 5% Gold 


GUARANTEED 


unconditionally as to principal and interest by the 
UTAH POWER & LIGHT COMPANY 
one of the largest hydro-electric companies in the country. 
Price to yield about 


5.70% 


Complete circular on request 


The National City Company 


Main Offioe: National City Bank Building 
Uptown Office: 42nd Street and Madison Avenue 
Offices in Over Fifty Otties 


Bonds, Due 1944 























LLOYDS BANK LIMITED. 





Head Office: 71, LOMBARD ST., LONDON, E.C.3 











Capital Subscribed - $359,323,900 
Capital paid up : 71,864,780 
Reserve Fund . 50,000,000 
Deposits, &c. - - 1,744,459,880 
Advances, &c. - - 654,235,650 

















THIS BANK HAS 1,600 OFFICES IN ENGLAND & WALES. 
Colonial and Foreign Department : 20, KING WILLIAM STREET, LONDON, E.C. 4. 
The Agency of Foreign & Colonial Banks is undertaken. 
Affiliated Banks: 

THE NATIONAL BANK OF SCOTLAND LTD. LONDON & RIVER PLATE BANK, LTD. 


Auxiliary: 
LLOYDS AND NATIONAL PROVINCIAL FOREIGN BANK LIMITED. 
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Public Utilities 


(Concluded from page 111) 





TELEPHONE has done. 


The success of the 
issue was predicted by THe FINANCIAL 
Wortp which has always held that with 


the proper methods and by continued 
efforts to build up public good will a cor- 
poration could approach people directly 
and be financed by them for any legitimate 
requirements. The distribution of so large 
a block of securities with the consumer 
directly will procure many friends for the 
TELEPHONE Co. where they are influential 
since most of them vote and will not tol- 
erate any banal political influence to harass 
an enterprise in which they have their 
capital invested. 


The financial press has cooperated with 
the utility companies, whose managements 
have entitled them to respect, because of 
the conservatism and fairness in the work 
of educating the general public, so that 
it will appreciate the service that is ren- 
dered by the public utility enterprises. The 
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work of the financial press has received 
some fayorable assistance from banking 
houses, which has aided materially in the 
results obtained. However, this assistance 
has not been as complete as it should and 
it is to be hoped that the recent success of 
the TELEPHONE Company offering will. be 
a source of enlightenment to all of those 
who are interested in developing a fav- 
orable attitude on the part of investors, 
toward public utility securities. 


It stands to reason that an improved 
knowledge on the part of investors of 
small means of the merit of sound invest- 
ments is something which both corporate 
managements and banking houses which 
underwrite an offering of corporate secur- 
ities will appreciate the value of. 


According to a statement issued by J. S. 
McCutton, Commercial Vice-President of 
the New York TELEPHONE CoMPANY, the 
majority of the applications in response to 
the company’s stock offering came from 
men and women seeking a permanent in- 
vestment. 


“More than 70% of the applications,” 
said Mr. McCutton, “were for 10 shares 





or less, and more than 60% of the applica- 
tions were for 5 shares or less. There 
were 22,124 applications for one share, 15,- 
514 applications for five shares, and the 
total of applications for from six to ten 
shares was 12,630.” There were 24,609 
applications for the maximum allotment of 
20 shares, which represented $49,218,000. 


ee ¢ 
Western Union Improvement 


Te steady improvement in the business 
of the Western Union for the first five 
months of the year found its reflex in the 
upward spurt in the stock carrying it to a 
new high level for the year. This gain 
was scored when the rest of the market 
was reactionary, another illustration that 
when fundamental conditions are on the 
up-grade investment buying is _ not 
actuated by speculative sentiment of the 
hour. It goes on the theory of income 
yield and in. this respect Western Union 
is still attractive even if it does not increase 
its dividend for several years to come. 
The rate of dividends is 7% per annum; it 
yields near this amount. 


*x* * * 


Cities Service Pays Cash 

HIS week the directors of Crrres 

Service Company placed their pre- 
ferred stock back on its one-half per 
cent. cash dividend basis, thereby car- 
rying out the plan which was announced 
on June 21. The disbursement was de- 
clared payable September 1, to stock of 
record August 15. 


Simultaneously regular dividends of 
one-half per cent. on the common, and 
preference B shares were declared payable 
in script and 144% on the common stock, 
payable in stock script so declared as of 
the same date. 


In June last year the company an- 
nounced that future dividends on all 
classes of stock would be paid at prevail- 
ing rates in script instead of in cash and 
stock, Subsequently, it was explained that 
the group would be non-interest bearing 
and that no maturity date had been set. 
It also was explained that preferred div- 
idend script would have the prior right 
of redemption. 


In the earnings report for June, and for 
the 12 months ending June 30, 1922 
Cities Service earned $5,979,003 for the 
common stock, which was equivalent to 
$12.86 a share. This compared with a net 
for the common stock and reserves in the 
twelve months period ending with May 
31, 1922 of $11.70 a share for the stock. 
The June gross was $1,380,327 while net 
before the preferred stock dividends 
totaled $1,156,937. 


Gross revenue for the twelve months 
ended with June totaled $13,482,661 and 
expenses were $448,668 compared with ex- 
penses of $636,973 for the twelve months 
ended with June 30, 1921. According to 
the company’s report, total surplus and 
reserves at the end of June 1921 were $48,- 
306,670 which contrasted with a total of 
$48,410,367 at the close of May this year. 
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Trend of Business : 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably or Unfavorably 


Corporate Matters 

International Mercantile Marine for the 
year ending December 31, 1921, reports 
gross operating earnings of $90,068,417, 
which compares with $113,331,818 in the 
previous year. 

American Telephone & Telegraph for the 
six months ending June 30, 1922, re- 
ports estimated surplus $32,364,133 after 
charges and taxes equivalent to $5.75 
a share earned on the $562,259,400 cap- 
ital stock. This compares with $26,512,- 
103 or $5.89 a share on $449,384,000 cap- 
ital stock in the previous year. 

Philadelphia & Reading reports May gross 
and net revenues of $5,335,018, being off 
$421,842 from April, the previous low 
month. 

Western Union for the six months end- 
ing June 30, 1922, reports estimated net 
income $5,682,868, equivalent to $5.69 a 
share, comparing with $4,318,721 or $4.32 
a share in the corresponding period of 
last year. 

Nash Motors for the first five months of 
its November 30 fiscal year reports be- 
ing within 2% per cent. of the $2,226,- 
000 total for the full 1921 fiscal year. 

Gulf, Mobile & Northern reports surplus 
after charges of $44,585 for 1921, ¢om- 
paring with corporate surplus of $15,827 
in 1920. 

Otis Elevator for the six months ended 
June 30, 1922, reports net income of 
$1,185,522 after interest depreciation and 
federal taxes, equivalent after preferred 
dividends to $6.96 a share earned on the 
$14,227,800 common stock. This com- 
pares with net income of $1,537,109 in 
the corresponding period of 1921. 

Bangor & Aroostook reports May gross 
of $821,001 or 53.7 per cent. above May, 
1921. Net was more than ten times 
greater than last year. 

Endicott Johnson Corporation for six 
months ending July 1, 1922, reports net 
profits of $2,361,239, after deductions 
equivalent to $5.50 a share on the com- 
mon stock. This compares with net 
profits of $1,957,019 or $4.29 a share in 
the correspondng period of 1921. 

Superior Oil Corporation and Old Do- 
minion Transportation Co. consolidated 
statement for the quarter ended March 
31, 1922, shows deficit of $225,553. This 
compares with a deficit of $50,090 in the 
corresponding period of 1921. 

Carolina, Clinchfield & Ohio for the year 
ended December 31, 1921, shows net in- 
come of $723,607, after deductions equiv- 
alent to 13 cents a share on the common 
stock. This compares with $885,224 or 
78 cents a share on the common in-the 
previous year. 

Philadelphia Rapid Transit for the six 
months ended June 30, 1922 shows a net 
of $5,948,830 an increase of $253,402 
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The Situation 
(For the Week Ended July 19) 


CORPORATE EARNINGS— 
BOND MARKET+ 
STOCK MARKET+ 

MONEY-+ 
CAR LOADINGS—_ 
STEEL PRODUCTION+ 


Analysis 


A contributing factor of no mean 
importance which will help to make 
more pronounced the prevailing ease 
of money in this market is the heavy 
transference of gold to New York for 
the account of Great Britain. That 
movement also should serve to hold 
up the price of sterling as well as 
other foreign exchanges. The bond 
market, doubtlessly reflecting the in- 
fluence, displayed a_ strong trend 
throughout the week. United States 
Liberty loans all were higher, with 
some classes at new high levels for 
the year. Corporate earnings reports 
for the most part were unfavorable in 
varying degree. A noteworthy feature 
of the stock markets was the strength 
of public utilities, reflecting the grow- 
ing appreciation of the vastly im- 
proved status of such securities. 


Dominant Factors 


The markets, in the main, continue 
to display little thought of the strikes, 
and in fact might be said to reflect 
general confidence in early settle- 
ments. Money continues easy, with 
a fairly definite trend. Uncertainty 
seems to prevail in connection with 
the railroad strike, some impressive 
reports indicating an early settlement, 
with others of equal authority indi- 
cating that the time of settlement is 


something which cannot now be de- 
ter:nined. 


Indications are that the steel indus- 
try definitely has moved into a plane 
that has an upward slope which can 
be traversed without difficulty and 
will land the industry in a very satis- 
factory level of steady progress. 

The _ stock market displayed 
strength, with few spots of special 
weakness. Rails, although they did 
nothing remarkable, managed to give 
a good account of themselves and 
maintained encouraging firmness. 








over the corresponding period of last 
year. 

Columbia Gas reports six months’ gross 
to June 30, of $9,485,184, an increase of 
$1,620,556 over the first half of last year. 


Cities Service Company resumes dividend. 
Earnings for the twelve months ending 
June 30, 1922 for the common stock 
were $5,979,003, equivalent to $11.70 a 
share. This compared with $5,438,587 
the net to common stock and reserves in 
the twelve months ended May 31, 1922. 

Hayes Wheel Company for the six months 
ended June 30, 1922, shows a net of 
$544,321 compared with $269,682 in the 
corresponding period of last year. 

Colorado Fuel & Iron for the quarter 
ended June 30, 1922, reports a deficit of 
$18,430 after all allowances. In the first 
quarter a deficit of $431,269 was shown 
and in the second quarter of last year 
the deficit was $273,752. 

Republic Iron & Steel reports earnings for 
the second quarter of 1922 with a net 
profit of $86,382 equal to 34 cents a share 
on the $25,000,000 preferred stock out- 
standing. This compares with a deficit 
in the second quarter of last year of 
$883,763. 

Vanadium Corporation of America for six 
months ended June 30, reports a net 
income of $18,566 after depreciation and 
depletion, equivalent to 4 cents a share 
earned on 373,334 shares of capital stock. 
This compares with a deficit of $64,204 
in the corresponding period of previous 
year. 

Commodities 

Oil—Daily average production for week 
ended July 8, 1922, 1,450,550 barrels 
against 1,454,200 barrels in the previous 
week and 1,312,760 barrels in the corre- 
sponding week of 1921.— 

Cotton—New York Spot middling uplands 
quiet around 22.50 against 22.50 last 
week.— 

Coffee—Dull. Market broke several points 
at close of week.— 

Sugar—New highs in Cuban Raws reach- 
ing 354.+ 

Provisions—Strong.+ 

Cereals—Irregular.= 

Copper—Quiet around 13.50.— 

Leads—Quiet around 534 against 5.80 a 
week ago.— 

Spelter—Steady around 5.67% against 5.50 
a week ago.+ 

Tin—Up around £156 against £153 7s a 
week ago.+ 


Bond Market 

Bond sales for the week amounted to $73,- 
907,550 against $89,994,000 in the pre- 
vious week and $40,753,600 in the corre- 
sponding week of 1921. 

Bond Market—Business picks up. Liberty 
Bonds new highs. Industrials steady. 
Railroads up. Tractions weak. Foreign 
bonds up. 

Stock Market 

Stock sales for the week amounted to 4,- 

056,968 shares against 4,397,100 shares in 
(Concluded on page 126) 
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and Bonds and the better class of Foreign Gov- 
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‘Dependable 


Investment’”’ 


+ An authoritative discussion 
in brief, easily read form, of | 


the considerations to be ob- 
served in selecting securities. 
| 
| 


Advice to investors whose 
knowledge of finance is 
limited by their own experi- 
ences is embodied in this 16- 
page booklet. 


A copy sent free 
on request. 


C. M. KEYS 


| 60 Broadway New York 











THE WEEK IN BONDS 





Bonds Move Higher on Increased Volume 


I eaticgenisc in the bond market generally occurred during the week, and 


trading was in considerably larger volume, both as compared with a year ago and 
with the previous week. 


The speculative contingent was rather conspicuous around mid week in its demand 


for bonds. Cheaper issues which for some time have languished, suddenly were stim- 
ulated and there were numerous sharp rallies. 


A noteworthy feature of the week was the renewed interest in what are called the 


middle grade bonds whose quality gradually is becoming improved. Liberties were 
firm and many foreign issues recorded advances. 


Investment buying continues to merit the 
attention and many issues are being marked 
up to new high levels. That there is a 
very large available supply of funds for 
investment purposes goes without saying, 
and contradiction would not hold water in 
the face of the manner in which old line 
securities are being picked up for the 
strong boxes, and also the manner in 
which new offerings are being received. 


The heavy demand for high grade in- 
vestment issues continues to carry Liberty 
Loans to high levels. It is to be observed 
that at the present time high grade railroad 
issues are at their highest average price 
since 1917. The same may be said of the 
average price of their investment corporate 
issues. Previous to the current week, sec- 
ond grade and speculative issues have 

(Concluded on page 131) 
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| Recent Important Offerings 


Amount Description Maturity Price Yield Offered by 


Merrill, Lynch & Co. 
99 7.10% ° Syndicate 


Marshall Field 
9414 7 9% Glore Ward & Co. 


96 6.35% National City Co. 


J. P. Morgan Syndi- 
96 5.20% cate 











Halsey Stuart & Co. 
9514 6.35% Syndicate 
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Bond Department year 6% £Gold 
42 Broadway New York BE Suannet news 1927 98 6.45% Alex. Brown & Sons 
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Market Indicates General Confidence 
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UDGING by the action of the stock market this week, those who follow the trend Cities Service | ‘ fi 
J of events in the financial and industrial life of the nation are satisfied with the ay 
outlook. Apparently the view that our labor troubles are about over, and clear C ompany i 


sailing is not very far distant. “| . 
Railroad shares recently have given a specially good account of themselves. The SECURITIES 

higher range for international currencies, indicates much better conditions abroad, 

which, of course, must have a favorable effect upon our markets. Bought—Sold—Quoted 
Brooklyn Rapid Transit, which has had quite a run of strength, has been inclined 

to be soft, the most obvicus reason being rumors to the effect that there probably will be 

an assessment on stockholders in the near future, in connection with dissolution of the 
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Another interesting recent feature was There has been some good buying of bee By ey ome See a 
the talk of the possibility of a dividend leather stocks recently, and it seems to be " 
increese for Consolidated Gas. The direc- justified, as reports from the industry in- if: 
tors meet in the latter part of this month dicate that the corner has been turned i) ; 
and it is said that the question of raising definitely and that leather companies are 


the dividend rate to 8 per cent. will eome now on the way to better earnings and Ht 
up, with strong probabilities in favor of strengthening of resources and liquid po- Bertr ( Re} 
action. We also hear very confident talk _ sitions. ‘ on, riscom i} 
pe -. bp . id } 
- yet a saeco a The sugar shares have been noteworth- & C In HH 
and New York Central. Either or bot ily strong this week as a reflection of the 0., ce es 


'C c j iff ‘ eB . Fad i 
would vise - agers Z current improved status of the industry. Raw ai 
ate or t - — 3 ine a, represent sugar at mid-week was at a new high for 
SOME CiSCOURENG OF She Possielities. the year and it is reasonable in view of 


Generally speaking, there is a strong be- indications, to consider the better class of ES 
lief that stocks will sell considerably the sugar stocks with interest. INV TMENT 
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higher this month and next month. Fac- The steel stocks were specially strong SECURITIES i“ 
tors favoring advances undoubtedly out- around mid-week, with some noteworthy 1 
weigh those against such a development. demonstrations, among which the action : 

As has been forecast in these columns, Of Crucible was conspicuous. The latter Bi 
the time has come when the steel industry development is believed to be the result 40 Wall Street, New York iy 
finds itself in need of labor. A few weeks of buying for the account of a strong pool Land Title Bldg., Philadelphia i 
ago, an article in this magazine stated Close to the management. A factor mak- Hl 
that we were fast approaching the time ing for strength of the group is the ex- ie 














when there would be a scarcity of labor pectation that next Tuesday’s quarterly 
in the steel mills. That condition hascome statement of the Steel Corporation will be 
even sooner than we anticipated. The favorable. It seems to be reasonable to July 
outlook for the industry certainly is bright. anticipate a new high for the year for 
3usiness this fall should be very satisfac- Steel common in the near future. 


tory indeed. There continues to be reason for ex- Investments 


Interest in motor shares has heightened pecting higher price levels for stocks of 


by announcement by trade authorities that the better class. Our July Bond Circular contains 
r , a selected list of investment sug- 

the automobile output for June established gestions yielding from 

a new high record for the industry. There Allis Chalmers Reports 


. . . Co z 
also was interest in the rumors anent pos- Good reports are heard of the business 4.06% to 8.40% ‘a 
sible price reductions for certain makes of Allis Chalmers is doing. In a market that 


cars, which, should it become a reality, takes to favorable factors like a duck to 


would increase earnings by reason of water such reports naturally serve to en- HORNBLOWER & WEEKS 
greatly stimulated demand. The country 
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HEN, as and if the reparations 
question is settled, the railroad 
strike abandoned and differences 
ironed out, and the coal strike is relegated 
to its proper place as a historical labor 
disturbance that was ended successfully, 


then conditions here and abroad should 
improve substantially. 


The stock market, although it has had 
the rail and coal strikes to think about, 
and the critical condition in Germany to 
worry over, has displayed a rather re- 
markable firmness. 


That would indicate that those who fol- 
low the stock market, and who operate in 
securities, look upon all the problems as 
very near adjustment. 


Actual shipping orders in the steel in- 
dustry are most satisfactory. For exam- 
ple, the Steel Corporation is said to be 
operating and shipping at fully 75 per cent. 
of capacity. A year ago, the corporation 
was operating and shipping at about 25 
per cent. of capacity. 


Steel is a barometer. 


Business is improving, despite the ef- 
forts of some labor leaders to make busi- 
ness harder to get, and harder to take care 
of when it is obtained. 


Large shippers are going about with 
furrowed brows that indicate worry. The 
railroad labor situation and its possibilities 
do not represent the cause. 


They assert that they are more deeply 
concerned about the possible shortage of 
cars for handling freight this fall. When 
a car shortage is in prospect it is a sure 
sign that substantial business activity is in 
prospect. 


Copper Sales at Record 


gewoon of copper last month were the 
largest of any single month since 
the signing of the armistice. Six months 
ago, in an analysis of American Smelting 
& Refining, in which Senator Simon Guc- 
GENHEIM was quoted, this magazine drew 
attention to the indication that, barring 
accident, the month of June, 1922, would 
show the copper industry started on the 
home stretch to real earnings. 


Officials of leading copper producers now 
assert that the supply of copper mined is 
being reduced at a faster rate than is gen- 
erally realized; much faster than was 
thought possible a few months ago. 


The situation is similar to that prevail- 
ing in the steel business shortly after the 
first of the year. Most observers forecast 
gradual improvement. But none were 
able to estimate the betterment accurately. 


In other words, more progress was 
made in the first six months of this year 
than the most sanguine had thought possi- 
ble. 


It is possible that general improvement 
in the next six months will outdistance 
anything that the keenest observers may be 
able to set up as a possible limit. 


Total shipments of copper in June were 
170,000,000 pounds. This compares with 
150,000,000 pounds in May and with 125,- 
000,000 pounds a month, the average of the 
first quarter of the year. Heavy sales 
were made in May and June, accounting 
for the tremendous shipments of the latter 
month. Present indications are that un- 
less the railroad strike ties up transporta- 
tion to the point where copper shipments 
are affected the July total will equal that 
of June. 


Zinc stocks on hand declined sharply as 
the result of June shipments, which aggre- 
gated 39,380 tons against 38,738 tons in 
May. At the end of May there were 40,- 
409 tons of zinc on hand and 28,547 tons 
were produced during the month. At the 
beginning of July, however, the total stocks 
of zinc had shrunk to 29,576 tons, which 
is about 25 per cent. less than the total 
shipments in June alone. 


Big Fall Business Expected 

BIG fall business is anticipated by 

merchants and men in 
Northwestern States, according to a 
canvass of the situation in leading com- 
mercial points. St. Paul business men 


business 


‘decline to look upon the strikes as deter- 


rents, and in fact have reached the con- 
clusion that labor troubles are approaching 
their final solution. Railway executives in 
St. Paul predict large crops in Minnesota, 
Iowa, Wisconsin, the Dakotas and Mon- 
tana. They also report that increased ore 
and lumber shipments are very gratifying. 
Manufacturers express some fear of a coal 
shortage, but are continuing production, 
confident that difficulties will be overcome. 


Just at the present time retail business 
is rather quiet and borrowings from banks 
are small, but leading merchants declare 
that 1922 will compare very favorably with 
1918. According to the Harvard Univer- 
sity Economic Survey, general business 
conditions are such as to encourage a 
growth of optimism. The survey says in 
part: 


“The indicated corn crop of 2,860 million 
bushels though below that of last year, is 
about thirty millions in excess of the 1916- 
1920 average. The indicated wheat crop 

above that of last year and above the 

(Concluded on page 130) 
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The Foreign Situation Reviewed 


By EDSON READE 
Foreign Department Editor, The Financial World 


What next, in Europe? What would a collapse of the mark mean to the 


American securities’ markets? 


The Hague Conference idea is said to have been abandoned definitely. 
French and British political and financial leaders have given up hopes. 

The French are skeptical about the ability of the Reparations Commis- 
sion to make collections of further cash payments from Germany. 

They doubt the practicability of control of German finances. 

Meanwhile, the subject of widest interest in London and Paris banking 
circles, is the necessity of the absolute automony of the German Reichsbank. 
The Reparations Commission has signified that it is highly dissatisfied with 
the retention of the German Government's vetc power over the bank. 

The assertion is made that the German currency problem cannot be 
solved until such time as the Reichsbank and the Government are cut loose 


from each other. 
But there is good news also. 


A delegation to negotiate the funding of 


the British war debt to the United States will be in Washington in 


September. 


HE much talked of Hague Confer- 
ence, which so many expected 
would take hold of and solve the 
many problems which the Genoa conference 
failed of solving, seems to have gone by 
the board. Reports are that the Hague 
plan has had to be abandoned, principally 
because the delegates from the Russian 
Soviets lacked authority or anything 
tangible in the shape of a scheme for re- 
construction. 


Without resignation to pessimism one 
nevertheless is prompted to inquire—what 
next, in Europe? 


Certainly the Reparations matter, and 
the currency problem—yes, and the Rus- 
sian problem—must be adjusted. The 
world has waited for European return to 
normal conditions with patience. 


The Genoa conference gave some con- 
sideration to the lack of independence on 
the part of the Reichsbank. But the fact 
was lost sight of in the interest that sur- 
rounded the Russo-German contretemps. 
Incidentally, it is not an easy matter to con- 
vince the Germans that their idea of bank- 
ing is faulty. They have, after more than 
fifty years of experience, come to look 
upon their Reichsbank as a national insti- 
tution and their banking principles as 
highly satisfactory. 


In May, the Republican Government, 
however, enacted a law which proposes to 
bring the dependence of the Bank upon the 
Government to an end. But the Repara- 
tions Commission, and the commission of 
Allied bankers, both have signified their 
disapproval of the manner in which 
“independence” has been afforded. They 
assert that the retention, by the govern- 
ment, of the right to veto appointments by 
the shareholders to the board of directors, 
gives the government a decidedly strong 
hold on the Bank’s affairs. 


A moment’s peep into the history of the 
establishment of the German Reichsbank 
will prove instructive. 


July 22, 1922 


Prior to the creation of the bank, there 
had been thirty-two banks in Germany 
with the right to issue notes. And, in the 
absence of the proper legislation, notes 
issued frequently were lacking in security. 
In 1871, the Government, realizing that the 
situation was becoming acute and was 
rapidly approaching the point where lasting 
damage would be done, proclaimed the 
gold standard for the German Empire. 


It was by that legislation that the 
German currency system was given birth. 
For the time, however, the gold standard 
existed merely on paper. Currency circula- 
tion by no means was properly or effect- 
ively supervised. Hence, there came about, 
in January, 1876, the establishment of the 
German Reichsbank. Predominance of the 
latter over the private or smaller banks of 
issue was secured by the larger capital of 
the Reichsbank. The capital of the larger, 
and government, institution, was provided 
by private shareholders. These had no 
influence whatever in the management and 
administration of their bank. The Imperial 
Government had vested in it sole author- 
ity of administration and supervision. The 
direction was exertised by the Imperial 
Chancellor and his board of directors. 
And the government began with a small 
participation in the profits of the Bank, in- 
creasing that portion as the years went by. 


One can hark back to another moment of 
crisis in the history of the German Reichs- 
bank. It was at or about the time of the 
money stringency of 1907. Germany had 
financial troubles as well as did the United 
States in that year. In Germany, leading 
economists and financiers attributed the 
panic directly to defects in the German 
monetary system and bank organization. 
An extensive bank inquiry was instituted, 
as a result of the criticisms, in the spring 
of 1908. The Government vigorously op- 
posed any suggestion of changes in the 
monetary or banking laws and system, 
which it maintained was the main support 
of the German credit system. One of the 
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chief functions, it was held, of the Reichs- 
bank was the regulation of money circula- 


tion throughout the Empire. The bank 
was, and up to recent date, has been, a 
combination of private capital and gov- 
ernmental management. The shareholders 
were allowed representation in the direc- 
tion of the affairs of the Reichsbank. But 
their association was purely advisory. They 
had consulting powers; no others. 


The Reparation Commission has insisted 
that the Reichsbank must be changed so 
that the shareholders in future may be 
allowed to exercise free and untrammeled 
power in the various functions of 
directorates. The Commission holds that 
the allowance of freedom to the board of 
directors with a provision allowing the 
Government to control the election or 
naming of directors, is no independence at 
all. 


The prime reason for the objection of 
the Reparation Commission to the retention 
of the right of veto by the government of 
the board of directors of the bank is that 
such veto privilege does not assure that 
loans by the Reichsbank to the Government 
will be in accord sound banking 
principles. And it is viewed as essential 
that everything be done toward promoting 
stability in government financing and bor- 
rowing. 


with 


It is regarded as highly unsound that the 
Reichsbank should be enabled to issue 
notes against treasury bills. If that priv- 
ilege is extended then the real effective 
exercise of autonomy on the part of the 
bank will be impossible, according to the 
Commission. 


Perhaps one of the most interesting and 
vital questions now pending in European 
economic affairs is the matter of settle- 
ment of the autonomy of the German 
Reichsbank. 

* * * 

NE of the brightest spots on the 

European economic horizon is the 
promise of the funding debt to the United 
States. Early this week advices from 
London indicated that a commission was 
being prepared for a visit in September to 
Washington for the purpose of negotiating 
the funding of the British debt. 


That is by way of being one of the most 
encouraging news items of the week. 


The fact that the British are expected to 
urge France to agree to reduction of the 
German Reparation payments in lieu of 
the forgiveness of the debt of France to 
Great Britain also is to be regarded as 
favorable news. 


The debts question is a vexing one, and 
stands in the way of readjustment to nor- 
mal. The way is being cleared steadily to 
a solution of the problems. Americans will 
benefit by reduction of the German pay- 
ments and the definite settlement of the 
various debt questions, the debts to our 
own country included. 


The editor of this department looks upon 
the German situation as critical. But he 
does not regard it as a hopeless one. If 
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there occurs a collapse of the German 
banking, currency and financial and in- 
dustrial systems by reason of the un- 
adjusted state of affairs, the effect cannot 
but work some damage here. But that 
bridge has yet to be crossed. 
2 a; 

RITAIN’S trade outlook is improved, 

although the trade figures for last 
month were anything but a source of en- 
couragement. Optimism, however, is pre- 
vailing in London trade, industrial and 
financial circles. The fact that last month 
witnessed a large gain in imports of raw 
materials is something worth while consid- 
ering. It means that greater trade activity 
is in prospect. 


It is stated in authoritative circles that 
British export industries have adjusted 
their costs and wages to meet the world’s 
price level. In other industries the adjust- 
ment is proceeding more slowly. 


For the first six months of this year, 
Britain’s adverse trade balance was £80,- 
000,000, which compares with an adverse 
balance last year for the corresponding 
period of £180,000,000. And the balance 
this year is more than offset by invisible 
exports. 


New securities issued in England during 
the quarter ended June 30 fell far short 
of the total for the first quarter of the 
year, the amounts being £162,567,100 and 
£286,207,100, respectively. The total for 
the first half of the year, however, was far 
in excess of the total for the full year 1921, 
which was £388,978,200. The total for the 
second quarter in this year was the largest 
of any similar period since 1918. 


The heavy flotation of new securities 
thus far this year has been mainly due to 
increased borrowings on the part of the 
British Government. Home Government 
loans in the six months totaled £304,258,900, 
against £20,067,000 in the first half of last 
year. Colonial Government borrowings 
totaled £41,582,300, against £27,609,600 in 
1921. Foreign railroads and corporations 
were heavier borrowers, and most indus- 
trial corporations increased their offerings 
of securities. 


Railroad Bond 
(Concluded from page 107) 
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he latter point being 
terminus of the road. 


the southern 


As the map shows, the line turns in an 
easterly direction after leaving Terre 
Haute, and taps some productive territory 
south of Indianapolis. 


The stragetic importance of the TERRE 
Haute to the St. Paul is obvious. It 
means that the latter is afforded, not only 
its coal supply whenever it wants it, and 
in such quantity as it requires, but affords 
a means of drawing traffic to and from the 
territory south and east of Chicago with- 
out being compelled to contest the con- 
gested traffic conditions of the middle 
west metropolis. 





Up to May, the Terre HAUTE was earn- 
ing a net sufficient to provide for all 
interest charges nearly three times over. 
The eight months control period referred 
to above ended February 22, last. 


Trend of Business 





(Concluded from page 121) 
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the previous week and 1,888,933 shares in 
the corresponding week of 1921. 

Stock Market—Irregular. 

Average price of 20 industrials ranged 
from 94.65 to 96.69 against 67.27 to 68.64 
in the corresponding week of 1921.+ 

Average price of 20 rails ranged from 
86.24 to 86.82 against 70.32 to 71.59 in 
the corresponding week of 1921.+ 

Public Utilities—Quiet. 

Outside Market—Irregular. 


Foreign Exchange 
Foreign Exchange—Inactive.= 
Demand sterling ranged from 4.43% to 
4.46% as against 3.5834 to 3.6334 in the 
corresponding week of 1921.+ 
Canadian dollar—99 cents against 98 cents 
a week ago.+ 


French francs—Up at .0855% against 
.0820%-a week ago.+ 
Belgian francs—Up at .0806% against 


.077914 a week ago.+ 

Italian lire—Up at .0478% against .0453% a 
week ago.+ 

German marks—Down at .0019%4 against 
.0024 a week ago.— 


Money and Banking 


Call money renewals ranged from 3% to 
4% against 6% in the corresponding week 
of 1921.4 

Commercial paper ranged from 4 to 4% 
against 6% to 634 in the corresponding 
week of 1921.4 , 

Federal reserve—Ratio of reserves to 
liabilities 77.3 compared with 76.8 in the 
previous week and a ratio of 61.6 a year 
ago. Gold holdings increase $20,000,000, 
and deposits increase $40,000,000, loans 
decrease $41,000.+ 

Bank of England rate reduced to 3%.+ 

Unpaid interest on Allied debt is $1,414,- 
953,069. 


Trade 


Car loadings for the week ending July 1, 
1922, 876,896 against 877,856 in the pre- 
vious week and 776,079 in the corre- 
sponding week of 1921.— 

Bradstreets’ Food Index Number based on 
the wholesale prices per pound of thirty- 
one articles used for food, is $3.24, com- 
paring with $3.26 last week and $2.93 for 
the week ending July 14, 1921. 

Tigures for the fiscal year ended June 30 
will show about $90,000,000 has been 
realized in sale of copper to foreign con- 
sumers. 

June production of rubber tires is estimated 
to have made a new monthly record with 
an output of about 3,500,000 casings. 
May production of 3,000,000 was within 
10% of the previous record month, 
August, 1921. 
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of our gold is not earning the cost of 
storage. 


From 1914 to 1917 we started gathering 
in colossal profits from the sale of food 
and war supplies to the belligerents and 
although we received a considerable per- 
centage of the world’s gold supply in pay- 
ment the Allied countries are still deep 
in our debt. 


The gold holdings of this country give 
it a strong and commanding position and 
consequently it is envied but not hated or 
feared. The possession of all the world’s 
coin would not help to appreciate our bank 
notes nor to greatly cheapen the rate of 
interest. 


The Bank of’ England, with one third of 
the normal supply of gold, is lending money 
at 3 per cent., while our Federal Reserve 
Bank interest rate is almost fifty per cent. 
higher. 


Inflation is brought about by the super 
abundant energy and ambition of the 
business men of America. They are dis- 
contented and intensely eager to acquire 
great wealth. In order to do so they are 
willing, some at least to take all sorts of 
chances and put their money in extra 
hazardous enterprises. . 


However, we have much to be thankful 
for. The steam railroads have not, for 
several years, extended their tracks but the 
transportation facilities of all the states 
and territories have been increased to an 
almost incalculable extent through the ex- 
tension of good roads and the multiplica- 
tion of gasoline trucks and automobiles. 


While there is unusual pessimism and 
we hear but little of the increase and ex- 
tension of docks and harbors or of the 
widening and deepening of the channels 
of commerce, we must not be down- 
hearted or forget that the shallows mur- 
mur while the deeps are dumb. 


* *« & 


Banks On Guard 


By C. T. Jaffray 
Pres., First National Bank, Minneapolis, 
Minn. 


CANNOT feel it possible that we are 

going to have a secondary inflation 
caused by cheap money, for to me it seems 
as if banf®s and bankers who have just 
gotten out of a situation caused by inflation 
would not be willing to allow themselves 
to be dragged into a situation that would 
again cause them the trouble they have had 
lor two years past. 


Undoubtedly, along some lines of busi- 
ness, especially automobiles, the situation 
is not good, and cheap money is making 
this «business possible as it now is, and I 
think it is having a more or less bad effect 
in certain territory. 

July 22, 1922 
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Of course, banking institutions with 
large reserves, and the necessity of cover- 
ing an excessive overhead, will be looking 
for investments, and may feel that they 
can take some chances on certain lines of 
business, but as a whole I believe that the 
great majority of banks are on guard, and 
this being the case I cannot conceive of 
any very great inflation again taking place. 


x «x * 


Inflation Will Be Checked 
By L. M. Pool 
Pres., Marine Bank and Trust Co., New 
Orleans. 
ESPONDING to your questionnaire, 
conditions all over the world are 
so abnormal and there are so many un- 
usual elements entering into the financial 
situation, that [ think a man has to be 
very bold indeed to attempt to make any 
predictions as to the future. 


We undoubtedly have, in this country, 
a condition which might easily make for 
a secondary inflation, but the abnormal 
conditions above referred to may check 
any such movement. 


I am inclined to think that we are going 
to have more active business all around 
this Fall, and I feel sure that money rates 
in this section will go somewhat higher, 
and that there will be a demand for 
practically all of the loanable funds in 
the banks. I do not wish to be understood, 
however, as making a similar prediction 
so far as New York is concerned, but 
there are, undoubtedly, influences at work 
in your city which, sooner or later, will 
bring the demand for money back to 
normal. 
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effort to reduce fraud in the issuance and 
sale of securities can be effected in a, num- 
ber of ways. For illustration: The banker 
can very effectively work in his local com- 
munity in educating the people against 
fraud, by advising individual investors and 
by aiding in the prosecution of perpetrators 
of particular frauds. This can be done by 
better advertising, by. suppression of 
fraudulent advertising, by talks before 
organizations and by contributing pub- 
lished articles that will serve both as a 
warning and an _ education. Bankers 
undertaking this duty intelligently find 
that the newspapers and magazines join 
most effectively in the undertaking. 


One of the most constructive means by 
which bankers can educate against fraud 
is by educating the public about sound 


securities and the essential principles of 
investing money. The investment banker 
should lose no opportunity in laying be- 
fore the public the essential elements of 
safety in investing. As an outline, the 
public should be taught that the first ele- 
ment of safe investment is to secure the 


‘return of principal and second the return 


of income. Investors should be taught the 
difference between investment and business 
risk. In this connection they should be 
informed regarding the difference between 
public securities, such as government bonds 
and municipal bonds where risk is a smaller 
part, and private business securities where 
risk is necessarily a greater part. They 
should also be taught that in corporate 
securities the chance of fraud is less be- 
cause the element of public supervision is 
greater, and in_ securities issued by 
individuals the chance of fraud is greater 
because the element of public supervision 
is less. They should be taught that in 
investment the element of certainty should 
predominate, and that in business risk the 
risk is a greater element than certainty. In 
this connection they. should be taught the 
difference between mortgages, bonds, 
debentures and notes on the one hand and 
preferred and common stocks on the other. 
They should be taught the difference be- 
tween secured and unsecured obligations. . 


Warning Public 


Finally the public should be warned and 
educated concerning the need of investiga- 
tion and inquiry before investing. This 
inquiry should be directed not only to the 
security itself but to the character of the 
seller. The importance of emphasizing the 
need of investigating the seller was dem- 
onstrated in a surprising manner by a 
recent and extensive survey made by a 
responsible financial advertising house. 
This survey among other things asked 
investors their opinion about the reputation 
of certain dealers well known by invest- 
ment bankers to be of dark repute. It was 
developed that 41 per cent. of the investors 
interviewed thought the reputation of such 
dealers good, 41 per cent. considered it 
doubtful, and only 18 per cent. considered 
it poor. 


If the duties of investment bankers were 
to be performed by giving only average 
attention to the methods of educating and 
warning the public that this paper has 
briefly sketched, losses through fraud 
would be very much lessened. 


a 


Anaconda Copper Sales 


Another property has been acquired by 
the Anaconda Copper Co., a purchase that 
backs up John D. Ryan’s optimism over 
the future of the copper trade. June total 
sales were larger than any month outside 
of the exceptional war months which 
should not be taken as a criterion. They 
amounted to 170,000,000 pounds. At this 
rate in a few months there will be no 
surplus stocks to speak of to draw upon 
and the industry will have to depend upon 
the output of the mines. 
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Banking Resources 
(Concluded from page 108) 
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posits. In 1905, there were some 5,668 
national banks, with total deposits of 
around 5,700 millions of dollars. 


On the tenth day of March, last, 8,197 
national banks in the country had deposits 
totaling nearly 15,400 millions of dollars. 


It also will be interesting to note the 
totals of loans and discounts in our na- 
tional banks—to note how they have grown 
from the Civil War period to the present. 


In 1865, the national banking institutions 
had loans and discounts totaling approx- 
imately 450 millions of dollars. By 1885, 
the total had nearly trebled. By the end 
of 1905, it had reached about 4,100 millions 
of dollars. 


By the close of 1909, two years after a 
great banking panic, the total of loans and 
discounts was approximately 5,200 millions 
of dollars. 

But, by the tenth day of March, last, the 
total of loans and discounts of our national 
banking institutions was in excess of 14,- 
108 millions of dollars. 
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is in a position to increase its present 5 
per cent. dividend rate, if the directors see 
fit to do so. And the increase would help 
greatly in conversion of the company’s 


bonds. 


In the last three months, Chesapeake & 
Ohio has earned its proportionate share of 
fixed charges for the period, and $4 a share 
for the stock, or the full year’s dividend. 
Another vindication of forecasts made in 
these columns several months ago. A div- 
idend increase by C. & O. certainly would 
be justifiable. Net right now is running 
at the rate of about $14 a share. 

* * * 


The Interstate Commerce Commission 
has approved the application of the New 
York Central for authority to acquire 
further control of the Big Four Railroad, 
by purchase of additional preferred and 
common stock. 

New York Central controls Big Four 
through ownership of $30,207,700 par of 
common stock, of total outstanding of 
$47,028,700. There is also outstanding 
$9,998,500 par value Big Four preferred, 
none of which is owned by New York Cen- 
tral. Big Four holds in its own treasury 
$1,500 of its preferred and $27,000 com- 
mon. New York Central, therefore, owns 
52.97 per cent. of Big Four stock outstand- 
ing. Such ownership does not contribute 
complete control since it appears the con- 
sent of majority of preferred is required 
for issuance by Big Four of any evidence 
of funded debt or the making by it of any 
lease of railway property whih may entail 
increased fixed charges. Authority just 
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granted is made, therefore to permit New 
York Central to acquire that further and 
more complete measure of control which 
will result from ownership by it of at least 
a majority of the preferred stock. In order 
to obtain outstanding stock of Big Four, 
New York Central proposes to offer hold- 
ers of Big Four preferred an equal amount 
of its own common stock, and to holders of 
Big Four common 80 shares of its stock, 
in exchange for 100 shares of Big Four 
common. 
* * * 


Takes Over P. C. C. & St. L. 


The Pennsylvania Railroad was given 
authority by the Interstate Commerce Com- 
mission to take over all the properties of 
the Pittsburgh, Cincinnati, Chicago & St. 
Louis Railroad by a 999 years’ lease. © 


Most of the capital stock of the latter 
road has been held by the Pennsylvania 
system for many years and its lines have 
been operated as a part of the Pennsyl- 
vania. Minority stockholders, however, 
objected to the terms of the lease, but the 
Interstate Commerce Commission held ina 
majority opinion that these stockholders 
could not block the plan. 


* * * 


B. & O. Orders 500 Gondolas 


The General American Car Company an- 
nounced the receipt of an order from the 
Baltimore & Ohio Railway Company for 
500 fifty-ton all-steel gondola cars. The 
General American Car Company is a sub- 
sidiary of the General American Tank Car 
Corporation. 

ee «& 


Initial Dividend Declared 
The Louisiana & Northwest Railroad 
Company has declared an initial dividend 
of $1.50 a share for the quarter ending 
September 30, 1922. The disbursement will 
be October 1. 


The company’s report for the year ended 
May 30, 1922, shows gross revenues of 
$1,661,603, expenses of $1,025,912 and net 
earnings of $635,690. Allowing for inter- 
est and sinking fund requirements, the 
amount applicable to dividends and other 
corporate purposes stands at $428,152, 
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equivalent to $18.61 a share on the $2,300,- 
000 capital stock. 
. 6: 


Rail Financing in May 

During May railroad financing totaled 
$30,872,650. Of this amount $10,929,600 
was obtained by the Illinois Central 
through the sale of preferred stock, for 
the construction of new terminal proper- 
ties in Chicago. This is the first time 
since the pre-war period that any railroad 
in this country has obtained capital for 
additions and betterments through the 
sale of stock. 


The balance of the railroad financing in 
May, amounting to $19,543,050, was in 
bonds. Of this amount $6,461,050 was for 
new equipment and $13,082,000 for addi- 
tions and betterments. As no money was 
raised for refunding purposes, the entire 
amount of additional railroad capital ob- 
tained will be used in the improvement 
of the railroad properties involved. 


Total capital financing in May amounted 
to $597,121,070, of which $102,214,220 was 
for States and municipalities. Federal 
Farm Bank loans totaled $137,100,000 and 
$357,806,850 was raised for corporations. 
The railroad’s share in the total corporate 
financing was a little less than 10 per cent. 

‘es 


Settles With 3 Roads 


The Interstate Commerce Commission 
has made final, settlement with three large 
railroad companies on account of the Fed- 
eral guaranty against losses sustained by 
the roads during the six months of 1920, 
immediately following the suspension of 
government operation. 


The St. Louis-San Francisco, which the 
(Concluded on page 131) 
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Farm Country Liquidation 


By C. M. HARGER 


\ S one travels through the farm coun- 


try it is interesting to note changes 

in the attitude of the people, par- 
ticularly those who are producing the 
foodstuffs of the nation. A few months 
ago there was a somewhat discordant note 
and complaint was heard of the low pur- 
chasing power of the farmer’s dollar— 
and the difficulty of getting that dollar. 
Gradually, talks with bankers’ loan agents 
and others interested in the financial side 
f the farm country have shown a much 
moderated attitude. The wheat crop has 
added a potential buying power of some 
three-quarters of a billion dollars; indi- 
cations are for a corn crop fully up to 
normal and the cattle men are feeling once 
more that they have a fair opportunity to 
make progress. Naturally all this gives 
greater courage to the producer and he is 
forgetting much of the discouragement that 
previously attended his meditations. It 
adds to his ability to meet his obligatians 
and gives to the holders of his obligations 
a stronger assurance of promptness in in- 
terest payments. But there is another 
factor that has come to the fore in the 
past few months and has’ received little 
attention from the financial press. Indeed 
it is a subtle variation that has perhaps 
escaped or not been put into definite form 
even by most bankers though they must 
have felt the influence of it. This is a wide- 
spread feeling among the producers that 
they should get out of debt. They have 
seen the effects of expansion of credit and 
have gone through the period of annoy- 
ance from their creditors who have urged 
every effort toward lessening obligations 
until they have been wearied of the con- 
ditions. As they come to a time when 
they can see light ahead they are deter- 
mined apparently to clear the slate if pos- 
sible and start anew with a firm belief 
that they can hereafter refrain from ask- 
ing more favors. This impels them to re- 
iuce their bank debts as rapidly as possi- 
ble, to endeavor to lessen their land loans 
and generally secure a new basis on which 
to build. It is a commendable idea and 
could it be carried out fully would be 
gieatly to their advantage but such con- 
summation is of course only to be ap- 
proached and not reached. The producer 
s not in a position to liquidate entirely 
but the fact that his idea is in that di- 
rection is to his credit and will help to 
nake his position as a borrower stronger. 
(he country banks are finding their loan 
iccounts either stationary or somewhat 
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lessened and this gives to the communities 
better facilities for development. The de- 
mand for loans is modified and a more 
confident tone exists through the farm 
country. The effect of this on the farm 
mortgage field is positive. It limits the 
borrowings to essential needs and keeps 
them within the smallest limits possible, 
instead of the old time idea of the ex- 
pansion period of trying to obtain all the 
security would stand. While this tendency 
continues—and it is likely to last for some 
time yet—the farmer is going to be a pre- 
ferred borrower and his applications for 
accommodation will have the entire ap- 
proval of investors. Naturally the plan 
of paying off all debts and thereafter stay- 
ing clear of any obligations is not to be 
permanent; business is not done that way. 
Farmers must use outside capital to be 
completely successful and they will al- 
ways do this as a matter of advancement. 
But it does start the movement toward 
normal relations between investor and 
producer, between banker and customer, 
and we shall have a stuation much clearer 
in a business sense than heretofore if it is 
maintained for a time. Some sections are 
found where crop conditions have been 
unfavorable, but on the whole the farm 
country is making progress and is attain- 
ing courage and confidence that have a 
distinct trend toward businesslike and sta- 
ble methods in handling loans, both those 
for current needs and those that are placed 
on land to further the productive enter- 
prise in which the owner is engaged. 
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1922 delivery to $70 a ton, contracts to 
cover the full year or only six months. Up 
to two months ago, the company had con- 
tracts calling for less than half its news- 
print output. Now that orders are in- 
creasing daily, the company is in a position 
to take full advantage of the changed sit- 
uation in consumption. It is stated that a 
great many of the other paper companies 
are tied up with contracts calling for ca- 
pacity production at $70. 


Production at the INTER. Paper plants in 
the first half of this year averaged a little 
better than 50 per cent. Print paper out- 
put is in excess of 1,100 tons daily and 
capacity production, which the management 
anticipates soon will be reached, calls for 
1,300 tons. Virtually all of the newsprint 
producing plants in this country and in 


_ Canada have been at capacity production 


for the past three months, INTERNATIONAL 
Paper being the exception. 


Apparently the management has dis- 
played shrewdness and farsightedness. 
Last year, the company returned a rather 
unsatisfactory report. The working cap- 
ital, for example was reduced from more 
than 26 millions to $16,030,747. The 
change -was due largely to a substantial 
gain in notes payable and a sharp falling 
off in accounts receivable. 
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Although no definite steps have been 
taken thus far, it is reported that bankers 
associated with the Pierce-Arrow Motor 
Car Company are contemplating a financial 
readjustment of the company’s affairs. It 
was stated officially that such an arrange- 
ment was imminent, and that probably 
some new securities would be offered. 


It was stated that the company has re- 
arranged its producing departments in 
order to speed up production and sales. 
All high priced inventory is said to have 
been liquidated and the company is in a 
position to take advantage of current con- 
ditions. Bank loans have been reduced an- 
other $250,000 to $7,900,000. 


*x* * * 


The Anaconda Copper Company is re- 
ported to have increased its holdings in 
the Butte mining district by taking over 
the Anselmo Mining Company, which lies 
just west of the properties originally ac- 
quired. The mine is principally a zinc and 
silver producer, but is said to have copper 
possibilities. | 

* * * 

The Shipping Board has about 3,000,000 
barrels of fuel oil in storage that it could 
probably sell at a profit close to $1,000,000 
in consequence of an increase in the mar- 
ket price of about 30 cents a barrel since 
the surplus stock was acquired. Of course 
no sale will be made, however, as the 
board uses about $30,000,000 of fuel oil 
yearly. 

Under a contract made last year with 
several oil companies the board found it- 
self receiving more oil monthly than it 
could use, due to the slump in freight and 
the unforeseen laying up of many ships. 
Rather than negotiate a modification of the 
contract the beard stored the surplus in 


laid-up tankers. 
x* * * 


It would cost $39,009,200 to duplicate the 
sixty-eight buildings owned by the New 
York Telephone Company in this city, ac- 
cording to testimony of contractors pre- 
sented before the Public Service Commis- 
sion in its inquiry into telephone rates. 


* * * 


The refinancing plan of the Lima Loco- 
motive Works, proposed recently by the 
directors, has been approved at a special 
meeting of the stockholders in Richmond, 
Va. The plan provides that 48,590 shares 
of $100 par common stock shall be con- 
verted into no par common at the rate of 
two shares of new stock for one of old. 
The shareholders likewise will have the 
right to subscribe, at $50 a share for 1 1-3 
additional shares of no par common stock 
for each share of existing common stock. 


The preferred stockholders may also ob- 
tain the right of subscribing to the new 
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common stock by converting their stock 
into new common. 


«* * * 


Although very much interested in Mr. 
Epison’s theory of money based on com- 
modities, as outlined in the Sunday Times, 
bankers in the financial district declined 
to discuss the theory for publication al- 
though most of them declared that it is a 
theory only and entirely outside the realm 
of practical banking. 


One of them said that the fallacy in 
the scheme lies in the belief that the Gov- 
ernment could at all times afford to “un- 
derwrite” the crops to be stored in gov- 
ernmental warehouses by advances which 
would amount to 50 per cent. in cash and 
a certificate for the balance, on a twenty- 
five year average price for the commodity. 


Another who has just returned from a 
swing through the Middle West said that if 
Mr. Epison believes the farmer to be pov- 
erty stricken and in need of special gov- 
ernmental protection he should drop into 
anyone of a half dozen bustling mid- 
Western towns he named on Saturday 
night “Mr. Eprson should get out in the 
country and see some of the prosperous 
men ] have talked to in the last two 
weeks,” he said. 

x * x 

D. Harry Lake, formerly vice-president 
of A. B. Leach & Co. in charge of sales, 
has become associated with Kelley, Dray- 
ton & Co., members of the New York 
Stock Exchange, in charge of sales. 


* * * 


FREDERICK R. Sires, connected with the 
U. S. Steel Corporation and subsidiaries 
in several capacities for eleven years, has 
been appointed secretary to Expert H. 
Gary, succeeding Mr. Leer, recently 
elected secretary of the corporation. 


Mr. Sites was connected with the U. S. 
Steel Products Company for nine years 
and has just returned from managing that 
company’s branch office at Shanghai, 
China. He graduated from the Massachu- 
setts Institute of Technology in 1899 and 
was for a while connected with the 
Carnegie Steel Company and the American 
Steel & Wire Company. 


*x* * * 


Mr. Walter J. Lee has retired from the 
firm of H. F. McConnell & Co. as of July 
10, 1922. 

x * * 

Over in New Jersey where Public Serv- 
ice Corporation stock is a_ speculative 
favorite high hopes are entertained for 
an increased dividend. This expectation 
is predicated on the present good earn- 
ings, which it is stated are running at 
the rate of $15 a share compared to $9 
a share last year. 
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one, as it probably would require about 
65 per cent. more tonnage this year to 
equal the value of the total sales of 1920. 


The latest statement of excess of cur- 
rent assets over current liabilities reveals a 
net working capital of $14,553,079. Gross 
business of the company has expanded 
from slightly more than $9,000,000 in 1915, 
to the estimated gross for the current year 
of close to thirty millions. 


The company has outstanding a $6,000,- 
000 issue of 7 per cent. sinking fund gold 
notes callable on December 1, 1926, at 105 
and interest. The notes are a direct ob- 
ligation, but not a mortgage. They are 
not entitled to a strict investment rating; 
not a grade A rating, at least, as they have 
not become sufficiently seasoned. They, 
however, are to be regarded as reasonably 
safe and attractive, and of improving 
character. 





Observation Tower 


(Concluded from page 124) 
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five-year average. With the exception of 
wheat, corn and oats, the acreage reports 
are larger than last year, and the gain in 
white and sweet potatoes and tobacco is 
large. The marketing of these crops at 
fairly satisfactory prices means an addition 
to the farmers’ purchasing power which 
will react most favorably upon other lines 
of industry. 


“In judging the consequences of some 
unfavorable elements, it should be kept in 
mind that the recent business improvement 
has been definite and substantial, and that 
the general econdmic situation favors a 
steady continuance of the advance. Al- 
though the European situation and our 
domestic labor problems may have serious 
consequences of an entirely unpredicatable 
character, they are, after all, factors with 
which we have become tolerably familiar 
since 1919. Such difficulties have not pre- 
vented business from responding to fun- 
damental forces such as are operative at 
the present time, and they probably will 
not prevent it from responding now. In 
spite of any temporary setback they may 
cause, business may be expected to con- 
tinue on the up-grade.” 


According to most recent statistics, the 
locomotive export business is showing re- 
markable improvement. Exports in the 
month of May were the largest in number 
and value for any month since February. 
For the 11 months ended with May ship- 
ments totaled 516 locomotives, valued at 
$17,350,752. Currently, foreign orders for 
locomotives are reported as having sold 
down but it is stated, however, that the 
number of countries inquiring for equip- 
ment, and the number of orders from for- 
eign sources for specialties and parts, are 
showing a substantial increase. 
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(Concluded from page 109) 
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and is playing a nice friendly game with 
their employes.” 


Another executive asserted to me that, 
in his opinion, the life the the AMERICAN 
Raitway Executives’ Association is 
ebbing fast and soon will expire. 


“Since the head of the New York Cen- 
tral retired from the publicity committee 
of the association I have heard murmurs 
of dissatisfaction,” he declared. “The big 
icllows have asked the little fellows to 
stand together. And the little fellows have 
done so, while the big ones did so only 
when it suited them. The public has not 
been given the real picture—the sort of 
picture the publicity of the railroad execu- 
tives should give them—and friends have 
been alienated instead of made warmer.” 


There is the old Biblical adage that a 
heuse divided against itself cannot stand. 
I have heard many expressions of opinion 
lately and most of them indicate that the 
situation within the association forecasts 
the end to that organization. 


B. & O. Penalized 


| * ania the Ratmway Lasor Boarp 
was constructed, the BALTIMoRE & 
Ou10 management set a fixed policy that 
meant that it would adhere strictly to the 
l.tter of the law and follow out the dicta- 
tion of the Board and other duly consti- 
uted authority, even when such action 
meant loss to the company. 


A vice-president of an _ important 
‘Western road cited that fact to me as an 
illustration of the effect of the agreement 
made by the PENNSYLVANIA RaILroapD with 
its own employes. 


“The Pennsylvania made its agreement, 
over-riding the Labor Board, and directly 
out of harmony with the idea that all the 
roads were to stand together against the 
strike,” said the executive. “The Balti- 
more & Ohio, living up to the rulings of 
the board in every respect, found it neces- 
sary to cut off some of its service. The 
other road got the business which the 


B. & O. had to forfeit. 


“Is that fair? It means that the one 
road is being penalized for playing straight 
all through, while the other, which has 
broken away from the complete circle of 
its fellows, is reaping benefits which come 
because it is able to operate its trains.” 

I learn that B. & O. now proposes to 
negotiate with its own men, and other 
roads are reported following suit. 


SSMMUORUUUNEETUUANAUROLULATRASEUUA AUGUSTUS 


Week in Bonds 


(Concluded from page 122) 


NAULULAUULLLA NEAL 


MOLAAAAAT TANASE EAT 


Ul MMO 


lagged somewhat, but the current stimula- 
tion in these groups is carrying them also to 
higher levels, and experts announced that 


July 22, 1922 


in the very near future they will be the 
feature of the bond market, and that some 
very interesting advances will be scored. 

Little interest has been displayed in 
traction bonds recently, which is rather 
difficult to understand in view of the 
marked strength of public utility stocks. 
The traction companies continue to report 
improved earnings and it is confidently 
believed that profits in most cases this 
year will be in the neighborhood of pre-war 
ratios. If such a development is reason- 
ably to be expected, then it would seem 
that most of the traction bonds are selling 
considerably below their annual investment 
value. 


Canadian Pacific Debenture 4s have been 
quite active of late, and the current belief 
is that further advancement by the com- 
pany is in prospect. Inquiry at off- 
cial sources failed to elicit substan- 
tiation of this rumor. It was pointed 
out that the company at present is 
in no need of funds. Specialists in 
Canadian Pacific issues assert that the 
activity of these debenture perpetual bonds 
is due purely to their investment possibil- 
ities. The fact that the Canadian Pacific 
Railway is one of the strongest roads on 
the continent, and that the bonds them- 
selves afford an income yield of over 5% 
on current quotations would seem to justify 
the investment confidence which is being 
evidenced in them. 


Railroad Field 


(Concluded from page 128) 





commission has determined was entitled to 
$5,385,449 for the deficits sustained during 
the period, was awarded the balance un- 
paid of $855,449. 


The Fort Worth & Rio Grande Rail- 
road was awarded a final payment of 
$251,885, having received prior amounts, 
so that the total under the government’s 
guaranty was approximately $418,000. 


The St. Louis, San Francisco & Texas, 
whose total claim against the government 
for deficit during the six months was fixed 
by the commission at $314,967, was 
awarded a final payment of $114,967. 

* * * 
M., D. & G. to Abandon Line 

Receivers of the Memphis, Dallas & 
Gulf Railroad were authorized by the 
Interstate Commerce Commission to aban- 
don approximately eighty miles of line now 
being operated by them in Arkansas. The 
principal sections of the road on which 
service will be stopped under the order 
are those between Glenwood and Hot 
Springs and between Nashville and 
Shawmut. 


The Arkansas Railroad Commission pre- 
sented objections to the application of the 
receivers for the abandonment. The 
Interstate Commission, however, held that 
an attempt to maintain operations along 
the sections of the line in question would 
make it impossible for the railroad system 


to continue, but that with these sections 
removed, the balance of its system in 
Arkansas might be operated with at least 
a fair chance of paying expenses. 
ss 3 

It is believed that a nationwide move- 
ment calculated to bring about a reduction 
of passenger fares on the country’s rail- 
roads has been started, by virtue of the 
announcement that the authorities of New 
Mexico, Arizona and Nevada have peti- 
tioned the Interstate Commerce Commis- 
sion to reduce passenger fares between 
those states, and in and out of them to all 
points in the country. 


These are the first applications for re- 
duced passenger fares since the Supreme 
Court extended the authority over special 
rates of the Interstate Commerce Com- 
mission. If the petition is granted there 
will undoubtedly come about a general 
demand for lower costs. 

e 2 @ 

The revenue freight loading of Norfolk 
& Western on July 6th totaled 3,082 cars, 
which means that a new high record has 
been established. The total for that day 
compares with normal loadings of 2,000 
cars a day. : 

x * * 

Mention must be made of the action of 
Pere Marquette during the week, which 
carried the stock to within a fraction of 
the high price for the year. Simultan- 
eously the management of the company 
announced curtailment of passenger train 
service, which it explained was necessitated 
by reason of the shortage of its coal supply. 


Net after rents and taxes for May was 
about three times the total for May of 
last year. In the first five months of this 
year the net was nearly double that re- 
ported for the correspondng period of 
1921. Although the railroad strike and the 
coal strike may cause the earnings of the 
company to be reduced for a few months 
of the year, it is confidently believed that 
the showing for 1922 will be highly satis- 
factory. 

* * * 

The Baltimore & Ohio Railroad has 
sold, subject to approval by the Interstate 
Commerce Commission, $6,750,000 5. per 
cent. equipment trust certificates, maturing 
in equal annual instalments from August 
1, 1923, to August 1, 1937, inclusive. 

——9——— 
General Asphalt Rise 

A further rise came in General Asphalt 
from the same mysterious source from 
which most of the previous buying em- 
anated. Presumably at this source of in- 
formation confidence is expressed in its 
ability to liquidate the stock at a much 
higher price. Other than hints dropped 
now and then about increased shipments 
of oil and considerable buying from 
municipalities of asphalt for road building 
purposes, there is little detailed informa- 
tion available about the company’s business. 
Speculators who buy this stock do so 
blindfolded, leaving it to Providence to 
take care of them. Such trusting to luck 
is gambling pure and simple. 
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BUR OF CONSTRUCTIVE 


FINANCIAL 





FOREWORD 


Intelligent and successful investing is based upon a thorough knowledge 
of security values. 


Such knowledge is best acquired by reading constructive financial liter- 
ature prepared by individuals who are authorities on their subjects. 


Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects, published by reputable investment bankers, 
which, we believe, will be of interest and benefit to our subscribers. 


Below is a list of literature now available. 


To obtain any of the booklets write direct to the company issuing the 


booklet, giving the title; and be good enough to add that you saw it 
mentioned in THE FINANCAL WonrLD. 


ON BONDS 


“Safe Bonds for Investment”—Twenty page booklet describing some 
attractive bonds. Write to Halsey, Stuart & Co., 208 South 


La Salle Street, Chicago, Illinois, mentioning THe FINANCAL 
Work .p. 


Paper Manufacturing—List of selected notes and first mortgage 
bonds of such companies at attractive prices. Write to Peabody, 
Houghteling & Co., 10 South La Salle Street, Chicago, Illinois, 
mentioning THE FINANCAL WorLpD. 


“Investment Securities”—Complete list of current recommendations 
including descriptions of many of these issues. Write for July 
Investment Securities circular to The National City Company, 


National City Bank Bldg., New York mentioning THe FInANncaL 
Work p. 


Bonds in Denominations of $100, $500 and $1,000—To obtain literature 
describing these sound bonds write to S. W. Straus & Co., 565 
Fifth Avenue, New York, mentioning THe FINANCAL Wor tp. 


“How to Select Safe Bonds”—A booklet issued for the purpose of 
enabling investors to wisely and safely invest their money. Write 
to Geo. M. Forman & Co., 105 West Monroe Street, Chicago, 
Illinois, mentioning THe FINANCAL Wor Lp. 


ON STOCKS 


Weekly Stock Market Letter—This letter will be sent upon request. 


Write to Munds & Winslow, 25 Broad Street, New York, 
mentioning THe FINANCAL Wor p. 


Standard Oils—To obtain booklet containing description of proper- 
ties, earnings, dividend rates, price ranges from 1913 to 1922 and 
other important information, write to Carl H. Pforzheimer & 


Co., 25 Broad Street, New York, mentioning Ture FInancar 
Wok p. 


MISCELLANEOUS 


Mid-Year Investments—Securities of well managed electric light 
and power and gas companies to yield 5.75% to 8% described 


in folder. Write to H. M. Byllesby & Co., 111 Broadway, New 
York, mentioning THe FINANCAL Wor -p. 


“The Return of Normal Conditions”—Pamphlet giving study of gen- 
eral conditions in an attempt to determine the future business 
of the United States. To obtain this pamphlet write to Spencer 


Trask & Co. 25 Broad Street, New York, mentioning Tue 
FINANCAL Wor Lp. 


Mother Lode Coalition Mines Company—Complete descriptive cir- 


cular may be obtained by writing to Duff, Freiday & Co., 68 
Broadway, New York. When writing for this circular please 
mention THe FINANCAL Wonr-p. 


Odd Lots—To obtain explanatory booklet write to Chisholm & 




















Ryan Bankrupt 
Attan A. Ryan, of Allan A. Ryan & 
Co., 111 Broadway, filed a voluntary pe- 
tition in bankruptcy in the Federal Dis- 
trict Court on Friday afternoon. 


Liabilities were placed at $32,435,479 of 
which $27,806,984 are secured claims. As- 
sets are mentioned as being $643,523, in- 
cluding securities of $549,898. 








U. S. and Canadian 
Municipal Bonds 
To Net from 4% to 6% 
Brandon, Gordon and Waddell 


89 Liberty Street New York 
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Unlisted Securities 


Bought—S old—Quoted 


I. D. NOLL & CO., Inc. 
Trading Dept. 
Est. 1909 
170 Broadway Tel. Cortlandt 5826 




















PUBLIC UTILITY 
STOCKS AND BONDS 
Bought—S old—Quoted 


Stone,Prosser& Da 


$2 William St., N. Y. Hanover 7728 























Guanajuato Power & Electric 6s 
and Stocks 
Cent. Mexico Lt. & Pr. 6s and Stock 
Empire Lumber 6s 


52 State Street 
4 Boston, Mass. 
0 in s Long Distance Telephone 
Main 460 





DIVIDENDS 


KELLY-SPRINGFIELD TIRE CO. 


A Quarterly Dividend of two dollars ($2.00) 
PER SHARE on the Eight Per Cent. Pre- 
ferred Stock of this Company has been de- 
clared, payable August 15, 1922, to stockholders 
of record at the close of business August 1, 


1922. 
Cc. P. STEWART-SUTHERLAND, 
Secretary. 





New York, July 11, 1922. 





PACIFIC POWER & LIGHT COMPANY 
Portland, Oregon 
PREFERRED STOCK DIVIDEND NO. 48 
The regular quarterly dividend of one and 
three-quarters (1%%) per cent. on the Preferred 
Stock of the Pacific Power & Light Company 
has been declared for payment August 1, 1922, 
to stockholders of record at the close of busi- 
ness July 20, 1922. 
GEORGE F. NEVINS, Treasurer. 





PORTLAND GAS & COKE COMPANY 
Portland, Oregon 
PREFERRED STOCK DIVIDEND NO. 50 
The regular quarterly dividend of one and 
three-quarters (1%%) per cent..on the Preferred 
Stock of Portland Gas & Coke Company has 
been declared for payment August 1, 1922, to 
stockholders of record at the close of business 
July 18, 1922. 
GEORGE F. NEVINS, Treasurer. 





THE BORDEN COMPANY 
COMMON STOCK DIVIDEND NO. 4 


The regular semi-annual dividend of 4% has 
been declared on the common stock of this 





2 Writ Company, payable August 15th, 1922, to stock- 
Chapman, 52 Broadway, New York mentioning THE FINANCAL holders of record August Ist. Books do not 
N Wok p. close. Checks to be mailed by the Bankers 
Trust Company, dividend disbursing agents. 
SHEPARD RARESHIDE, Treasurer. 
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Subscriptions having been received for an amount in excess of this issue, 
this advertisement appears as a matter of record only. 


$1,750,000 
Johnson-Cowdin-Emmerich, Inc. 


First Mortgage 20-Year 7% Sinking Fund Gold Bonds 


To be dated May 15, 1922 To be due May 15, 1942 


Interest payable May 15 and November 15. Coupon bonds of $1,000, $500 and $100. The $1,000 bonds may 
be registered as to principal. Authorized $2,500,000. To be presently issued $1,750,000; balance issu- 
able only under restrictions. Interest payable without deduction for Normal Federal Income 
Tax, not exceeding 2%. Pennsylvania four-mill tax refundable. Callable as a whole or 
in part, on not less than 30 days’ notice, as follows: On or before May 15, 1927, at 
110 and interest; thereafter at 107% and interest up to and including May 15, 

1932; thereafter at 105 and interest up to and including May 15, 1937, 
and thereafter at 102!4 and interest. 


THE NEW YORK TRUST COMPANY, TRUSTEE 





An Annual Sinking Fund is to be provided, commencing May 15, 1923, sufficient to retire 6614% of 
this issue before maturity, by the purchase or redemption annually of 314% of the 
largest amount of First Mortgage Bonds of the present issue at any time 
outstanding, at not to exceed the current redemption price. 


Mr. Samuel Keller Jacobs, Vice-President of Johnson-Cowdin-Emmerich, Inc., summarizes his letter to the 
Bankers as follows: 


History and Business: The Company has been organized to acquire the business 
and plants of Johnson, Cowdin & Co., Inc., originally established in 1884, and 
Walter Emmerich & Co., organized in 1899 (including Tremont Mills and Bay 
View Ribbon Co.), both being leading manufacturers of ribbons and having a 
national reputation in the industry. The consolidation of these two old con- 


cerns will make the new Company the recognized leader in its lines in this 
country. 


Security of Bonds: These Bonds are to be secured by a direct First Mortgage 
on all real estate, plants and equipment to be acquired by the new Company, 
as well as similar property hereafter acquired. 


Assets: The balance sheet of the Company as of May 1, 1922, after giving effect 
to the consolidation and adjusted to give effect to the present financing, 
shows total net assets (not including good will) of $4,641,693.82, or $2,650 per 
$1,000 First Mortgage Bond. The net quick assets alone are substantially in 
excess of the principal amount of First Mortgage Bonds, the current assets 


amounting to $2,489,379.27 and current liabilities to $411,491.78, a ratio of 
over 6 to 1. 


Earnings: The consolidated net profits of the two companies available for bond 
interest and Federal taxes, after allowance for depreciation, have been re- 
ported as follows: 


Number of Times Interest 


Net Profits Charges on Present Issue 
11 Years 1911-21 (yearly average)...... $488,646.20 3.98 
4 Years 1918-21* ( . “ ot Saree 740,508.74 6.04 
Year ended December 31, 1921............ 809,561.57 6.60 
* As certified by Messrs. Ernst & Ernst, when combined on the basis of the present consolidation. 


Management: The management of the new Company will include substantially 


all of the active heads of the old companies who have been responsible for 
their success. 


All legal proceedings pertaining to this issue will be passed upon by Messrs. Clark, Carr & Ellis and E. Lowis 
Jacobs, Esq., for the Companies, and Messrs. Kellogg, Emery, Inness-Brown & Cuthell and Messrs. Chadbourne, 
Hunt & Jaeckel, for the Bankers. The accounts of the consolidated companies for the years 1918-1921, inclu- 


sive, have been audited by Messrs. Ernst & Ernst. The properties and plants have been appraised by the 
American Appraisal Company. 





Price 99 and interest, yielding over 7.10% 
(When, as and if issued and received by us) 


Memill, Lynch & Co. Pearsons- I'aft Company 


New York 





Chicago 


The statements presented herein, while not guaranteed by us, are obtained from sources which we believe reliable. 


























